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CHAPTSE ONE 


T HE ISSUES 

The Public Disf-rllbtition System (P.D.S*) is visualised 
both as an anti-inflationary measure and as an anti-poverty 
measure. In the anti-inflationary 'sense its main thrust 
is to provide infl ation-protected supplies of some selected 
essential commodities to the consumers. In this sense j the 
F.D.3. strives to soften: the hardships caused by inflation 
which leads to the erosion of purchasing r:0^^rer5 particularly 
in the hands of the fixed income group or those who are 
’ pricetahers ' P.H S. is not designed to generate additional 
purchasing power into the hands of the poorer sections=<*. 

Itj however, helps to maintain the real value of the purchas- 
ing pov/er available to the poorer sections. In this sense, 
its impact is similar to that of any conventional poverty- 
alleviation measures. 

In thJ-s chapter we begin our discussion by specifying 
the conditions which may enable the P.D.S. to serve its 
anti-infl ation and anti-poverty objectives. Since the P.D.S. 
is a part of the National Food Policy, section II is devoted 
to specifying certain macro: -level conditions for the fulfil- 
ment of the twin objectives, specially if the policy of 

* Unlike other anti-poverty, programmes which by doing so 
may create an inflationary situation if certain assured 
supplies are not made available in this distinct sensethe 
P.D.S. seems to more effectively combine the two objective 
of price control and poverty all evation. 




target group orientation is to be introctaced. From tids, we 
move on to section III tO: discuss implications for the 
organisation of th-? F,, n.i;. if it is also' to serve two 
o.aditionrl cb.iectivesn vis . price stability with respect to 
all essenti.al coiimodi ties and such a v/ide coverage of the 
F.D.G. s’-.p lio'^ as t;c nioteet the purchasing power of every 
consumer's money income. 

In the light of tids discussion, section I? is devoted to 
some implications of the prevailing P.D.3. in India which 
grants a near universal access to the P.D. 3. without a 
commensurate level of supplies and v/ith a' low and frequently 
variable per capit.9l entitlement. Prom this vre proceed in 
section ¥ to present a simple model of the functioning of the 
P.D.S. which shov/s the sequence of effects vrhich arises if 
the conditions with respect to macro “factors, administrative 
arrangocents, retadl outlet and consumers are not conducive 
to the fulfilment of anti-inflation and anti- poverty aims 
of the P.D.S. Me conclude in the last section by specif'-ing 
the hypotheses for our study. 

■I ■ 

The combined anti -inflation and anti-poverty thrust of the 
P.D.S. cannot be taken to be axicffiatic or automatic. It is 
based on some important underlying assumptions. Some of these 
important assumptions are .as follows;- , 



Tlie Commoditiiss covered under the P.D.8. form a 
major yart of cue essential consuiiiption basnet of 
tie relatively poor axid vulnerable sections of society 

The sUjjuiy of essential cOiiMcdities under the P.D.S. 
ale adejuate to meet a large part of the essential 
consojuuti-on demand of the relatively poor section of 
society, tvliica means that the entitlements to various 
commodities are fixod in such a manner, tnat a 
reasonably large portion of the dexnand for these 
coiumodities are Sc. tisfied by tne P.D.S. , Only on 
tiie fulfilment of this condition can the P.D.S, 
produce a recnonable real income effect on account 
of low and fixed prices in contrast to high and 
rising marmet prices. The ration- scales have to 
b cj a reasonably uecsi-ic paX't of tne toual r'':y[Uire— 
meiits of each faniily. This has to be so for two 
reasons. T'irst, this is how a r^jasonaoie meVv.d cf 
consumption can bn insulated from rising prices, 
oicond, an adequate ration-scale is essential for 
defraying the rtal costs entailed in approaching 
a Fair Price Shop i,F.P,3.). 

It means that, at the macro-level, total P.D.S. 

supplies have to be a reasonably large part of 
total Cereal output in the country to bn able to 
discnarge the tasm of protecting thn purchasing 
power of the poor man’s income by actin^ as a 
sup^^leiuent to the mane t and thus contribute to 
poverty alleviation. 

In order to enaole thn poor sectioxis with sticky 
incomes to avail of the P.D.S. supplies, there 
has to be a systematic metaod of identifying them 
and issuing them with ration cards in a convenient 
maxiiier. Tne ration card is a .^.ind of gateway to 
obtaining access t he- ■P.D.S importaxit tiat 
aii tne members of che family are included in the 
ration card and the procedure for maxing ration 
cards tames into account social and economic 
situation and status of the reiativaly poor 
sections who, in the rural areas, may be quite 
remote from tne agenci.iS- issuing ration cards, 
and in che urban areas may not have such a pxace 
to reside as may satisfy the legal requirement s 
nf -h^;:houser:address, p:.. ■ 
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5 . Tli'j P.D.d. i;ricjs co bg; coini.;;irtrciv.x;/ lox/--r tiian 'ch-j 

uioT^iiuc j_jxxcvS u.id iif.-v-j to stabl-j ov-,r a r-.. lativ^^ly 
xOi-Iq j^; wA'iou. oi tiiii'w. Alla i"' is a ^jui't of t ii’j iici isioixal 

food auci c.> I'lcaicaxuJ. jyOiicy. da.- of xcs coLVon-ots is 
GO '--itsar- x.-cAOUAicibi-j inc-sntiVwdjric-.. , as djcarminod oy 

Ciij G“ux c 1 '.'lo.o ; d dosGs doiiii.iisoiulij by Gi-oaiis 

of jt<xocui-_ui ,iiG -Ac.GiOiis. i' ’-owar^Gi Alt ijric-.ss a re •jxpt-ct- 
.-d to cvC C caS fxoox* X a V ax scippoX‘i> pi‘ic.. s» Xiiw ^jXi Ga- go 
G ti . CjJlSUiu.I'S oi f , O, id. ollpj-iXloS dxS GO bo procurGiiit nG 
iJxjis adxuiaiSGi'aGiV.- oVAi-h-Gaas aad trcaisaort cost. 
xX-iICa Gt*A«Sw aociiGioiiS uia*t*.x tii© xood pi'iC'^s goa) lii^ii^ 

for Ga- Av-'Or a.-xS j, a c :*tain subsidy is glv-jn and tlio 

X . o. ^■'X’XGaS Ua‘ a lixAid HG ct iOV/ X w V ». X . if j^vxOCU-i .liivXlG 

i/riG.-s for CArwX.is raaiiy D.coiao taa floor pric-^s, 
tuo x.iA.j. ^aTicjs^ incoivora^ints an via arc of subsiuy, 

Ia? «L ijU - w ' •> tJim '\J •'» U X 'W i.ftiii iiir:- X ^ *5 » ^ V.* iXX dliioXl G 

i-M X 0 •« 0 Xx ^jaxci ior Cii's CxJ’Brtis oi fair aiici AVtiTAi^'s c^u.ali'^j 
till f .D. o. ..Gtracts rxiati v.Iy pooror quality supplies, 
ii..-;iati’/-xy superior qUaiiGies roach tno 0^1.11 iJaru-ot 
Olid f.ccii hiphor pricos. fhus thu P.u.b. su^x^fi-s? 
uxDxit ixxativAly"' inf urior in quality, b-coxio rxxativxly 
X.OW i^rxe d sa^iiiies as a r-xs'oit of procuroui-nt , support 
jt-ixCG a-id subsidy policy. ..ow^ior, Giio entire ari-Gaig iaent 
is ^^pvauaunt on xjrocurumxnt price in offset bocoiaing 
tu-o iiiniifluni ^.rxe-j. H-U-Ve-r, if procuroinent ^jiIcaS fail 
GO ueCOGii tu-A fxoor Xv/aX priCeS in the Open ^froo) 
ai,,*X"xi,x G , Gtio iuariXwt prxces iliay X'Ujlo ug loeol lower tnan 
tuj p.j.-d. .. xiois. purticoiariy ixi years of bumper crop. 
x',.,;L *s xf uiio policy of ensuring liicxntiv'a prices to 
uu.. ,.-,rowxx'S uurouga ^4jre-t.iiriounced procai‘iwa.nit price 
fails to bx come oporationai, the P.D, 3 . prices may liot 
...G times r-xiiiain ior?.,r ttiaii iGorii..t prices, fuis r-xiaoves 
tii's uaxxs of die t.DiJ. as ttiw demand for its suppli-.s 
wo'Oxd dry Uj^ on account of a ca.abination of price axid 
ipx-.xxty factors. 

ft may do suggeSuAU cuo-t drying up or w-oanxiiing of oho 
u'jiiiand for tuo i . n. o. su^.^ilias as x. result of lov?or 
mari.xt-prices sLiould causu no conc..rn, ao tne pruposa 
of low-piicxd suppxibs is in any case met. fhis is a 
laisxxading and one- sided vxew, food policy is an 
xntegrac id paCixage dialing 'wxta pro auctioxi, distribation, 
lacencxv.s aiid availiioili Gy to c aon s.ctxon£-nd region. 
Origins of che p.i). 0, are conn-ctad with incentive price 
pOxxey for farm produce consequent to the introduction 
of cue ' Or veil iivVoiution' i^acnage. uonic.! of procui*emvnt 
pi-ices to tue farmers may for a while do away with t iie 
need for the r.D. S. but results in denial of inceiitiva 
price to tue agriculturists. Tills is likely to invito 



scarcities and high and rising pricas with renewed vigour 
at a later stage. In the face of such redoubled need 
for the P.D.3.5 internal supply lines for the P.'D. S, 
v/ould not be available. Thus P.D.S. has to be a stable, 
on-going .phenomenon and not just a sliort-run, temporary 
phenomenon. This requires that the farm.ers must receive 
the procurement price and there should be minimum additi- 
ons to it order to arrive at P.D. 3 . issue price for the 
consumers 5 which lias to be at a level lower than the 
market price . 

The distribution system has to have a large number of . 
S'‘'’itably located outlets enabling those who intend to 
buy their essential requirements from the P.D.S. source 
to do. sou*'ithout incurring any undue real or monetary 
cost" (including the real cost of inconvenience of various 
types). If there .are hiigh real and raonet'^ry costs involves 
in obtaining the P.D.S. supplies, they may wipe -out the 
difference betoeen the open market prices and the P.D.S. 
issue prices. In order to meet this requirement, it is 
essential that the following aspects are taken care of 
while instituting a suitable notvrork of P.D.S. supply 
outlets, generally called fair price shops. 

(a) Appropriate location and size of shops wMch 
are not over-loaded with customers or stocks, 

(b) Management ■ and operation of the P. P. 3 , by such 
people who to an provide convenient and off (totiv© 
services of retailing the right qu.antities 1:0 
which the consumers are entitled at price fixed 
by the Government . 

(c) The shops remstn open on specified days and 
during fixed hours. 

Cd) The shops are regularly v; ell -stocked, which' 
might entail that the P.P.S. maintains a safe 
level of inventory for meeting various continge- 
' ncie's . 

(e) ■ The periodicity of purchase permitted under the 

scheme of.th© P.D. S.be such that it corresponds 
wi'th the flow and replenisliment of purchasing 
-.power in the hands of the consumers. 

(f) The quality of the goods supplied is of fair 
average quality and in correspondence with the 
price charged* ; goods have to be hygienic 
and should darry an assurance that a,dul ternatlon 
has not takes place. 


6 


(g) In order to give the consutiier a fair degree of 

as 3 uran,ce that the supplies are re^larly available 
as and when required, it is essential that the shiop- 
kooper and di3tri'’u::.ticn channels are assured of 
adequate turn-o^'er with reasonable margins taking 
into account the cost of distribution and the normal 
rates of return for comparable activities. In thJ.s 
connection, it aa.y bo noted that if emphasis is given 
to higher margins without taking into account an 
ndequats level of turn -over, it may turn-out to be_ 
counter-productive for the viability of F.P.S. This 
is b:.';cn,uso the higher the level of margins allowed, 
the lessor the pricc-diff erenco beh'/sen the F.D.3. 
issue prices and markot prices, leading to diversion 
of demand away from the P.D.3* This reduces turn-over 
and gross income of F.F.S. 

The assumptions v;e havo listed above -re of critical 
importfinco for ensuring the fulfilment of the objectives 
of the P.D.3. as a poverty-alleviation measure in an inflation- 
ary context. It is also im pl i ed by these ass ump tions tha t 
it may not be appropriate to automatically equate the lifting 

of stock bv P .F. ,3. ow n ar p v/ i th o fftake bv consumers . Fr e s en tl y 
“■ ^the 

the figures for^P.D. 3. offtake by consumers are treated to be 
the same as are the quantities liftud by or delivered to 
F.P.S. hs from the wliolesale source of supply set-up 

by the Government. The assumption appeared to be that since 
at the time of replenishing the stocks, the F.P.S. ovmers get 
these record regarding supply to consumers varified by the 
Civil Su.pply Authorities and there -also being in operation 
the enforcement staff of the Civil Supply Department make 
periodical checking of the. F.P.S., the quantities collected 
by the F.P.S* are actually delivered to the consumers. This 
assumption implies that even without, necessarily creating 
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objectlvg conditions in which the consumers can have a f air 
and reasonable apportunity of acquiring access to the P.D.S. 
supplies 3 the administrative procedure of issuing fresh 
stock replenishment and inspections can ensure that neither 
the access is partially or fully blockeds nor the P.D.S. 
supplies are diverted to unauthorised users. Hence 3 we have 
given greater emphasis to the creation of objective conditions 
which can ensure access to the P.D.S. supnlies to the poor 
sections of society as compared to exclusive reliance on 
administrative procedures and controls. Howeverj this is 
not to deny the role for administratix^e arrangemonts for 
delivering the stock after proper check-up and the deterrence 
provided by methods of periodic or surprise inspections. 


II 

In order to ensure that the P.D.S. is able to achieve 
its ob;5ectives of insulating the relatively poorer ones from 
the effects of constantly rising prices and thus help, 
alleviate poverty, it is essential tc ensure (in addition 
to the assumptions discussed above) the fulfilment of certain 
macro -level implications of tills scheme. 

The total number of people. who have to be provided 
with inflation-protected supplies are, by any reckoning,' 
about half of the country's population. If^P.D.S. is aimed 


1 

'! 


at relatively poor pooplo, at least the miniimiin nutritional 

req-airements of cereals have to be supplied to theK. It is 

clear that the P.D.3. supplies' have to be of a very sizeabl 

order and much larger than the present off tahe level (See 

Ijj he 

Table 1) Given the present limited size cf/F.D.S. Supplies 

(See Tabl e 2) and. 1 argly non-diff’erentiatad and practically 

■ /the 

i iinivur^|l_coverage or/p,D.3.3 it follows that 

the capabilit^^ cf£P.D.3. to meet its tv/in-obj ective becomes 
seriously impoired. 


IhQ P»D«S. is only one component of the present system of 

meeting the consiimption requirement of essential cereals 

and sugar in the country. TMs kind of informal rationing 

4^0 

with near .universal ccu^erageisra supplementri/the relatively 
larger open uncontrolled market in the dual market for 
cereals and sugar. The dual Cia^rket operates in ad'dition 
to tho- extensive system of self -provisioning by a large 
number of fsirmors with viable 1 an cl-iicl dings . There are 


some sections of the society, beth in rural and urban areas 
and in organised and unorganised sectors, who have a better 
capacity to obtain their requirements of cereals and sugar 
from the open, uncontrolled market on account of their 
economic status and the market relations which make them 


the beneficiaries of an inflationary economy. These 
"price-givers” can easily be identified on the basis of 
established theoretical insights about the working of the 
inflationary processes. 



TABLE - I 


OPPTME OF CEREALS* MD NET AVAIL ABIL In IN INDIA 


Year Offtake Percentage Net Availability P.D.S.’ offtake 

change in as percentage 

offtake over of n-^t avail a- 

previous bility 



, * year 

000 tonnes 


'OOO, tones 


1967 

13166 

- 


73871 

17.82 

1968 

10221 

(“) 

22.37 

86807 

; 11.7? 

1969 

9385 

(-) 

8.18 

85623 

. : 10,96 

1970 

8841 

(-) 

5.80 

89494 

9.87 

1971 

7816 

(-) 

11,59 

94311 

8.28 

1972 

10473 


33.99 

96218 

10,88 

1973 

11400 


8.85 

88794 

12.85 

1974 

10378 

C-) 

8.96 

97142 

11,10 

1975 

10903 


5.06 

89 235 

12.22 

197.6 

8890 

C-) 

27.2 

103D80 

8.71 

1977 

11315 


27.80 

99391 

11.38 . 

1978 

9843 

(“) 

13.01 

110225 

8.93 

1979 

11423 


16.05 

114199 

10.74 

1980 

14725 


28.91 

101418 

14.5 2 

1981 

12702 

(-) 

13.53 

114865 

11.06 

1982 

14420 


13.53 ' 

106870 

13.49 

1983 

14613 


1.31 

103280 

14.15 

* 

Cereal s 

includes Wheat, 

Ri c e ^ ^ ; Go ar s e 

Grains, 


Sour c G : Bu lletin on food statistics 19 68 5,1970 ,19745 197 6 , 

And'-'dat’a f Hinifefry tf and CiviX 

oUj5jjp/j.les, GOI.- 
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On the basis of t2i€J already existing nacre economic data for 
the Indian economy 5 one can arrive at reasonable estimates 
of the population capable of meeting its needs/ demand from 
the uncontrolled segraent of the dual market on account of its 
relatively stronger economic position v;hich is further 
strengthened by inflationary redistribution. Siailarlyj 
the viable and surplus farmers (with operational land- 
holdings of t^'/o standard hectares and above) maj/- well be 
left to depend on a combination of self -provisioning and 
uncontrolled market. 

The residual population becomes v/orse off as a result 
of redistribution unleashed by a sustained inflation. 

However, some of the sections f jtQjQ among the inflation-hit, 
though they receive contractual fixed Incomes, have a 
relatively comfortable level of income and/or their incomes 
are more or less inflation-indexed. It may be suggested 
that the neutralisation of inflation is inadequate and delay- 
ed and hence the need for giving them access to inflation- 
protected P.D.S. supplies. It can also be argued that 
supplying essential goods at fixed prices and calculating 
the cost of living index pn the basis of fixed prices is 
a pref erable alternative, to, letting, .these people with 
sticky money income rely on the uncontrolled market. 
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D^p-ioding on ¥h-atQ;jr r . ,0.2. is vi.::¥-,.d £. s a policy 

instrom-jnG for pi'oi.-CGing iuwagr .- incoti.,s of tdo poorox 

a.c'Gioas arona or ia dso vi'-V'-.d as a r.jGiiOd of pro^V/nting 


tiie erosion of 

' GilJ 

purena 

income graup s , 

on-. 

has to 

of :Contii,cii^l 

fix 

d inco. 

t n e r . o . o . s up 

jJii 'e. 

3. l^i 


ig yoy..T of sticky j coiitrocsual 
las a decision about tna Isvol 
5 waich ai-'w to Ps givoii ace-jss to 


insulating u i^ art of tn .; cons map tion out of wag- and salary 


iacoffljs froai inflauionary priaa rist, is bjttar than its 
neutralisation in iaon--,-t.^.ry tsms, Xhus is thn P.D.S, is to 
Specially focus Upon the poverty group in the country, au 
it would tend to follow thats- 


i) Tie ovirall size of the P.D.S. has to bu conuaonsurato 
vita till size of the pop'uiation tr-at-d as the 
po'vnrty group, and people with fixed xnonetary Incoiuej 

ii) the sis- of DVerail i'.d.S, supplies would also depend 
on th- proportion of th.u issnitiai consuxaptlon of the 
ijoor-r ones whicn is sought to be insulatid from 

X^i S X XI ^ X 11 ' 1 G |i X' i C 3 , tJ ; iX 3 ii ■ . ■** f i'i . ,iX i. A'ii ■ S u ‘ C.'^ ) i i>J h.O^ CL “ 

coveri^.. of the P.e-.S. i.ii, '■.li’S of pt;r- capita/per 

faiiiily viititloiiinits of the caosen F.D.d, b„sket of 
goods), 

iii) the s.ctlons of th; population who nave better access 
to uncontrolled markets and/or self-pro visioning on 
account of their being the beneficiaries of inflation 
n.,.- .d not be covered by the P.D.3., if a dual manet 
system is to operate. If the entire wholesale trade 
in foodgrains is to be nationaiisud, a P.D. 3, with 
universal coverage b-comes not only und&rstandabie 
but perhaps essential as well. But tryin^^ to bring 
- veryone under the P.D.S. while leaving the bulk of 
the supplies of Cereals'~H?tir"the mariet is to le;:ive 
tile choice of actual beneficiaries of P.Xs. to the 
maHvFTor'ces''''and ' ttie ooweiffui''"^^ - In society . 
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The size of the P.D.S. supplies {eit^^or in absolute terms 
or as a proporation of net output) has to be related to the 
size of annual procurement, buffer stocks on hand, permissible 
rate of stock depletion and possibilities of supplementation/ 
depletion by way of imports/ exports on public account. The 
financial, organisational, physical ai:id administrative 
infrastructure for it and the costs involved have to be taken 
into account. Since procurement prices have also to serve the 
objective of looking after the incentives to the producers 
and the rising cost, of production during a period of inflat- 
ion, a policy of inflation-protected supplies h8.s necessarily- 
to involve an element of consumer subsidy. Thus rthe P,D.S. 
entails a formidable cost item in the form of consumer 
subsidy. Furthermore, pushing up procurement {at a fixed 
price) beyond a point may hurt the farming community in so 
far as their terms of trade may worsen as a result of 
inflation and reliance on non-voluntary methods of procurement 
would tend to deprive them of the ’benefits* ,of inflation 
in so far as they are changed from 'price-givers* to 'price- 
takers*. In determining the policy objectives and policy . 
instruments for providing Inflation - protected supplies 
to the poorer sections, these assumptions, implications 
(including those regarding costs) have to be kept in view. 



It this- stagGj it e.ay be pertinent to examine the impli- 
cations of often attempted widening of the goal -structure of tissa 

P.D.S. by the inclusion, Jointly or separately, of two 

. ^ho 

additional, objectiues, viz. the use of yP,.D.S. for moderating 

the extent of price rise of essential goods and protecting 

./ on some essential coimaodi-cios 

the erosion of every rupee spent/by all the consumers 
irrespective of their economic and social . status 

,Tq the extent a better part of the demand for cereals and 

sugar 4 accounting for 10,743 and 2.191 percent of the weight 

in wholesale price index respect! velw), for a sizeable part the 

-“t he 

population is met at fixed prices iinder/P.p.S. and to the 
extent these groups are urCLik el y to possess extra purchasing 
power to. go to the uncontrolled market for improving their 
intake of cereals, 'the pressure of demand for certain 
essential goods which play a part in triggering off and 
accentuating the inflationary spiral is reduced. The 
assumption tha t the P.D.S. supplies actually reach the 
indigent and nearly swamp their demand is critlcaJ. for 
keeping off thi s sec ti on of society from the uncontrolled 
markets thereby moderating the speed of inflation . The 
diversiqn c£-th>.P.Lii‘S.siiPP^^®s ' to -the unintended buyers 
(be they better off sections or bulk consumers) weakens 
this counter -inflation ary impact significantly. 
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To the extent the het ter -off sections aYsil of the cheaper 
P.D.S. sup'oliesj they experience a positive income effect 
wliich may generate strong additional demand for many other 
goods, including that for superior food products. When the 
P.D.S. supplies reach the hulk consumers as their raw material 
it is likely to leave the pricing of their products still 
remain based on legal, uncontrolled market prices. This may 
be because there are likely to occur frequent distruptlons 
in the avail ability diverted cereal s and sugar frorn 

the black market. Furthermore, if the producers of sweets 
bakery products and other bulk consumers like hoteliers were 
to pass on the benefit of bl ack market purchases' of Taw ' 
materials to their consumers, they would have little direct 
inducament to take the risk of resorting to the black market. 
However, there may be exceptions to thus when they resort 
to black markets mainly on account of inadequate availability 
in the uncon troll ed market and not so much in order to avail 
of low-priced supplies. Thus whatever little direct impact’ 
towards countering inflation may ensue from the P.D.3. 
supplies to the poorer sections is dependent on tho fulfilment 
of the ass umpt ion vrhich equate lifting of the stocks 
F . P , s , owner s wi th the ac tu al offtake by the ' consirmer s i . e « 
non-diversion of the P.D.S, stocks to unauthorised persons. 


_ TLi supplies uudei’ tile F 
tiff ectiye in niesting their 


are 5 therefore, 
avowed ooTectives as 


only as 
is the success 


of the P.D.S. in its operational, adTiiinistrative design. 

TMs applies -as crach to those elements of the P.D.S. which 
sre directly tailored to meet the requirements of the 
consumers as are designed to ensure the viability of the 
P.F.3. (i.e., giving a fair surplus over an above all the 
costs of physical, financial and lobour resources used 
by the authorised dealer) and 'thus creating objective conditi- 
ons for the P.P.S. dealer to play their part fairly. 

If the policy objective is enlarged to provide inflation 
isulated supplies of some essential commodities to everyone 
i.e. a resolve on the part of public policy to have strong 


counter -inflation ary tlirust, the macro implications on the 
size cftheP.-DlS. supplies of essential cereals and sugar are 
very strong^ practically taKing-over the entire distribution 
system for essosti el goods. They verge on practically 
limiting the iincon troll ed segment of the dual market to 
(i) that part of the consumption of the well-to-do which 
is in excess of the iriinimum norm level of essential consujnp- 
tion, and (ii) the bulk buyers of cereals (as raw- materials 
for their business purposes). The costs of the P.D.S. of 
this ambitions nature are likely to be very high in terms 
of the following: {i) administrative-organisational arrange- 


wliicti may really happen' only' in case tiiey were bperating 
in strong competitive markets.. 
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dents for proc^^rement j transport, storage and distr roution: of 
a major part of cereal output (ii) consumers subsidies and 
(iii) incentive price policy for agricultural ■ growth i- 

If the policy thrust is defined, by and large, in terms 
of protecting the essential consumption level of the uorse - 
off as well as the contractual, sticky money income receivers 
of the organised sector (a l.arge proportion of whom belong 


to the worse-off categories in any inflationary, context) 
and thus to act to a limited extent, as a counter -inflationary 


measure but mainly as- one' designed to soften some of the 
harsher consequences of inflation for the poor and fixed . . 
money-income earners, then it becomes counter-productive 
to give a near universal coverage to the system of Informal 
rationing . 


IV 

However, as we shall .see, the case in India (except 
for Gujarat which applies , a. system of exclusion leaving 
out about 1 2.5. percent of the population form cereals 
rationing, , and .Andhra Pradesh which gives extra low priced 
supply to -source specified group and in Ker-ala, M.F., 
modified rationing areas of West Bengal and Goa which exclude 
some categories of larger farmers and in J.ammu and Kashmir 
where a complex system of differentiation in access t;ho P.SS, 



operates) is one of near universal access to P.D.S* 

When a near universal coverage is given tb'tnj-f.’D”) fin, without 
making tne p , 2 ^’^ corresponding proportion of net 

production, a large number of disfunctionalities, are unwitting- 
ly introduced in to the system to defeat the basic objective of 
a dual market system. It is apparent that, with the present 
level of the P.D.S. supplie s, the civil supply authorities 
cannot meet their obligation of keeping the P.P.S. well- 
s to eked an d r e gul arl y r e pi enl shed wl th commodities . As a 
result there does not operate an assurance to the consumer 
that he -can look forward to regular supplies f orm the P.D.S . 

The Government . cannot have, with present levels or procure- 
ment' imports aid buffer-stocks, adequate stocks to regularly 
supply the network of P.P.S. To an extent, the supply obli- 
gations are reduced by giving very low entitlements per 
person to the ration card hjolders. 

ils we can see from the Table XVIII in chapter II, the 
entitlements are very low compared to norm level of consumption 
even in, areas with statutory, rationing {like in. Calcutta, 
ilssansol -and Durgapur in West Bengfl) . We also learnt, that 
in very- many States, Civil Supply authorities change the 
ration scale (entitlements), frop time ,, to. time according to 
supply exigencies. 1, compulsion between entitlement and 
per-capita supplies of cereals f*6rm P.D.S. (See Table XVIII in 
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Chapter II) s.hovJs jX)W the meagre ertitlements cannot be actually 
disbursed owing, among other factors, to a P.D.S. coverage 
much wider than is warranted by the size of supplies maide 
avail able for ihi^Wpur poses . At times witliin the State, 
various areas are placed in different zones, and differential 
graded obligations to supply cereals to tharn with varying 
degrees of regularity are accepted (e.g. in Karnataka, 
Maharashtra) . 

Thus, one essential prerequisite of a well functioning 
infl ation-insul ated food security system that' the consumers 
have an assured supply of a fairly large part of their needs 
of some* important cereals and other goods at fixed prices is 
violated because far too many are given this commitment 
compared to the supplies mobilised for the purpose. 

When the P.D.S. supplies roach the F.P.S in inadequate 
quantities and irregularly (forgetting other factors for the ' 
present) on account of inadequate supplies by the State 
agencies, the P.P.S. owner has a ready alibi for his inability 
to supply the card-holders according to their entitlement. 

Many other factors connected with the assumptions for an 
ieffective P.D.S. (discussed above) and the macro implications 
for tlie food and procurement policy (like, thc-.e, , concerning 
relatively inferior quality of Tat, supplies in comparison 
to the variety of relatively superior qualities available in 
the uncontrolled market) bring about a gap betv/een the quantiti- 
es supplied under the P.D.S. and the' quantities which reach the 
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consumsrs in order to yield counter -inflat ionary results. The 
basic factor which heightens these disfunctionalitieSj howeverj 
is the extension of the aiirscC-iixs#, as a major 
counter-inflationary move by aiming to provide inflation- 
insulated supplies to practically everyone who is entitled 
and manages to ha.ve a- ration-card issuer". In the present 

of dual marke ts fo r, essential cereals (supploaontecl by 
s pI f- pi:- o visioning ) , it does not seem possible to successfully 
at, by mean's of P.D.S., .anythi ng mor e than protection of 
th s essenti al {andu ot total) co nsump tion level of the poor, 
ineffecti v ely e mployed mas ses an d occupational groups with 
sticky monetary incomes . 

In contrast to su.ch '3- realistic possibility/ 3 if the P.D.S. 
is made universal 3 it may become even less accessible to the 
poorer sections due to the following reasons. Firstly, the 
better .off sections due to their quality preferences and 
better purchasing power may opt for buying better quality 
cereals in the' open, market, and that too in bulk cquanti^iass- .. 

rather than stagger their purchases of .cereals over the period 

/ under the P.D.S. - " . ' ■ „ . . ' • _ 

pormittod^ " ■ /_ . . Secondly, better off sections in rural 

areas meet a substantial proportion of requiroments through 

self -provisioning and m.ay. this exclude themselves voluntarily 

,'£,the ^ . , ' - 

from^.U.S. supplies. These two factors provide ideal 

conditions for the diversion of the P.h.S. supplies to 
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u,n 


X d 0 Cl 


liuys^irsj tharaby raducing the access of poorer 


sections to infl ation-protected supplies. . 

The nlnimur; nutritional level of food intake is the key 
couponcnt of the present officially used concept of poverty 
line. By nudcing the P.D.3. an instrunent for protecting 


the poverty line consumption of the people in a situation of 
constantly rising prices (generally irrespective of the fact 
vrtietheir we had a poor or a bumper harvest) 5 it is related 
to a realistic objfsctive under the present framework. This 
is a rather important objective of public policy and planning 
in the country and in, no way undermines the importance of 
the P . D . S . If .anyt h ing; by moving towards a, better matching 
between the target-group aim of the P . D . S. a nd the feasible 
size of P.D.S. supplies in the foreseeable time under a dual 
f^k.-;t system (in contrast to a totally state-controlled 
narket) one is hi. sor..iGWhG-t effective in softening 

the Icipact of inflation as well . Thus by effectively serving 
the cbj active of protecting the consuLiption needs oi. the 
poor the. P.D.S., over a period of tine^hecomes somewhat 
anti-inflationary as well. 
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On the basis of the discussion so far we can present 
a simple model of the functioning of the P.O.S. in India, 

The factors determaining the effectiveness of the P,D.S> 
can be broadly be grouped into 'four categories. -The first 
set of factors are related to the overall., size of the. F.D.S. 
or the Macro factors. The Second set is related to Adminis- 
tration, while the tliird.set of factors relates to the P.P.g, 
orretail outlets their vailbility and functioning. The fourth 
set of factors are r elated to the consumers themselves,, i.e*, 

their demand p.at tern, income flow pattern, etc, 

These factors, when they' 'are- appro.pri at ely woven into the 
actually operating P.h.S, , • lead, to the fulfilrient of the 
objectives of : the P.a.g. In part I--in the preceding we have 
, spalled out these conditions^. VJhen those conditions are not 
appropriately and/or adequately, adhered, to , a number of 
disfunctiQ 3 aJities mark the functioning of t'he P.m.g. Some of 
the main, effects of such a situation discuss in terms of 
the model depicted in the accompanying display, on page 24'i -- 
These factors act individtially as well as in c'oD{,ination 
lead"’; ^ to exclusion of the consumer from the P.D.S. Hero 
exclusion can be of tv/o typos a) volunt£iry exclusion from 
P.D.S. due to the relative preference for the open market 
for essential commodities b) Involuntary exclusion-resulting 
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in forcing a section of the population out of the protective 
unbrella of the P.P.S., even though they may stand in need of 

IT « U « O * 3 uijjjj j[l,3» 

Voluntary and involuntary exclusion of potential consumers 
brings about a sMft tf clem, and for essential comriodities to 
the open markets away from the P.D.S. This movement of demand 
is likely to exert an upward pressure on open market prices 
thereby widening the gap between open imarket prices and con troll 
-ed issue prices. ii.«^oovo2;r thJ.s' widening pricyq..^g.ff erence 
acts as Sin important doterminent of diversion of ZP.D.S. stocks 
to the open market through illegal or unauthorised channels. 

Exclusion also weakens the level of consumer confidence in 
■ the P.^.-S. Thus th o credibility of the system is compromised, 
which creates psychological fraiiework for further diversion. 

Taken together exclusion and the erosion of confidence of 
consumers can have adverse eff ects on turnover, stocking, and 
availabilities at the P.m.s. retail outlet and thereby lower- 
-g the legal viability of the P. P.3, outlet. 

A lox'/er turnover can also lead to lowering of off t.ake from 
P.P.S. outlets, increasing the level of involuntary operational 
stocks held with the government.* V/ith escalaling costs of 
stock“hol diing and the pressures on available storage facilities 



* Total stocks with the governf 4 ent ag-encies can be devidad 

into two parts, namely, operational stocks and buffts* stocks. 



atteapts are ciade to deplete these 

^ F.P , S. 

further licencing^sonetines in excess of 


stocks tlsrough 


r equir en en t s . The 


direct bulk sale by governEient to the open market j andi 
exports are also often resorted to. 

Possibilities of large scale diversion of stocks to the 
black market may by itself act as an important determin&^fe of 
excess licencing which in turn could a-dversely affect the 
financial viability of the retail outlets. 


What has been du-scribed above could be vievrod as the 
doLiinent sequence in our model. liiBvv/ ever the modaL would be 


incomplete withiout taking into consideration the equally 
important chain of feed back effects which may further 


weaken the system. Low viability affects turnover, stocking 
and availability which in turn further erodes consumer 
confidence and also steadily increases both voluntary and 
involuntary exclusion and thereby reinforces the factors 
determining the effectiveness of the P.P.s. Illegal viability 
arising as a consequence of diversion, provides a strong feed 
back to excess licencing and urn, retry to further diversion 
and greater exclusion of intended beneficiaries. This again 
reinforces the factors determining the effectiveness of the 
P.D.S. Yet another important feed back chain arises out of 
the costs incurred by the gevernment for holding involuntary 
operational stocks. Such costs could, fin ally be reflected 
in the governments ability' to effectively control the *m^~cro 
factors determining the effectiveness of the P.P.S. 





The overall effects of this norlel are aanifestecl as the 
negation of 

a) Price stability in essential conm.odities and 
thereby overall price stability in the economy 
as a whol e . 

b) The timely physical availability of a significant 

proportion of the essential consumption requiraetents 
of the vulnerable groups in society in terns of the 
abiligy to protect these groups from malnutrition 
and poverty. 


ri 


On the basis of the preceding discusslcnj we set up the 
following hypotheses:- ’ ' . /and ' 

a) Given the present "T-sIg ic of”' thij P.fT, likely growth 

under the framework' of the present fend policy, the 
near universal, undifferentiated extension of the 
P.n.S. to the entire population (except for ca few ninor 
exception in a fev7 states) malcGS the system ineffective 
and disfunctional . 

b) Provided that the hypothesis (a) is valid, the actual 
availability of the' F.n.s. supplies to the ineffectively 
employed poor is dependent on the administrative 
organisational framework and details, as described in 
five assumptions put forward earlier. To the extent 
these assuniptlcns do not hold in practice, the stocks 

of F.D.S. supplies lifted by the P.F.S. dealers do not* 
become actual offtake reaching the hands of the target* 
ed consumers. 

c) Per an effeetju'e svster-i'of providing inflation-insulated 
supplies of essential commodities to the poor, it is 
essential that the P.F.S. has a level of regular turn- 
over large enough to give it a sirfficlent and reasonable 
rewsard. ■ These rewards, cannot be made reasonable merely 
by improving the trade margins pertmitted to P.F.S. 
dealers, as this would reduce the difference beti'J'een the 
P.P.S. issue price and the ■ uncon troll ed market price 
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thus weaken the jesis Giy^^B\.i3‘v In the absence of such 
a viability; the shopkeepers v/ould lift stocks not only 
in snhl.1 qr nn titles but irregu’’ arly, and/or try to 
iriproX’e their . earninps by !;ie thuds which conproaise the 
nain objective of . 

Nov/ v/e turn to an examination of these hypotheses; 
first on the basis of macro ; secondary data and discussions 
with various public agencies connected with P.D.S. , and then 
on the basis of a comprehensive all India Consumer and P.F.S, 
Survey. 

The purpose of our exercise is not to underplay the 
achievements of the P.D.S., which has cone to stay as an 
i ntgral p;art of the food econoay- for over two decades. 

One major achievement of the P.B.3. has been the acquisition 
by the state of a capability to intervene effectively In the 
wholesale and retail trade of essential commodities. It the 
level of the Central Government as v/ell as at the level of 
the states jEiany departmental, and non-department al trading 
organisations hp've cone up. They have the infrastructure and 
wherev/ithal for all the trading operations,, procurement, 
storage, transport and organisation of retail sale in our 
remote and farflung rural and urban areas. With respect to 
Certain comriodi ties like kerosene, the entire trade is 
practically in the public sector. As a result of the adminis- 
trative-organisational network set up under 'the P.D.S., 
there exists in the country today a capacity to make any 
commodity, whether it is domestically produced or it is 
impor ted, r each almo s t the entir e . po pul ation . 



In f act, it.is under the P.i.S. that an •overehelnlngly 
large proportion, of the population has been supplied x^ith 
ration cards. The ration card is not only the gateway to 
access for essential supplies under the P..h.S .5 but in a any 
casa.q the only legal docurient available with a household 
re garding the siz e of the f anily, its aetiib ership and proo f 
o f r e s idence a t a. p ar ticular pi ace. In period s _of acute 
shor t ages, it is through the F.D.3. channels th a t the supplies 
of essential comao cLi ties have been Maintained, preventing 
large-s cal e st arvati on, like t ho se wh ich the country Jiad 
e xperience d in the p eriod preceding the s ettin g tp of the 
P . :i.3 . As an instruneht of public policy and pi sinning, there 
cannot be two opinions regarding the significance of the 
extensive infrastructure built up under the P.P.B. Sven when 
we bring out the limitations and shortconings of the P.h»S» 
as it operates in different parts of the country, it is .not 
at ell cur intention to ’ brittle the achievements of the 
P.h.S. If an incentive price policy has been an important 
part of our str8±egy of agricultural development, it is 
obvious that the F.D.S. has been a necessary compliment for 
giving effect to this policy. If we have been able to combine 
various programmes for employment generation x^rith a policy of 
making a part of the payment of wages in kind, particularly 
in the form of essential cereals i.e*, we hove been able to 
implement a large-seal e, food for work programi-e, it has been 
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becsi'se of a fairly inpressive scale of the F.T>. 8 . operations. 
In fact, if tor'a.y one can think of introdncing a. target 
grcu.p ori.ontation •un^'^er the F.n.s, so that it becones an 
ef f e ctl ve s uppl orient for the; anti -poverty programmes , it is 
because of the achievements: of the F.D.S. in terns of setting 
up an m-Inlia net work of distribution channels and because 
of the fact that it i^ ai^eady Jiandling a fai rly large part 
of the garketed surplus _o^ i mportant c eroy iLs like wheat ai^ 

It is the intention of our study that, as a result of 
the review of ■ experience of sone aspects of the P«D»S. , 
some of its knexm and observed shortcomings nay be reduced 
saad the effectiveness- of the P-3.3, in meeting its challeng- 
ing tasks enhanced. 
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GH>a>TER II_ 

PDS IN INDIA s A l^lCRO ANALYSIS 

An effective PDS requires fulfilment of certain 
conditions regarding the size of total supplies under the 
PDSj commodities to be included under it -and an ' appropriate' j 
non-arbitary distribution of these rationed ..commoditi'cs among 
various regions and sections of society. On the basis of 
an analysis of all-India and state level data concerning 
PDS^ it is -possiblG to examine the extent to which these 
pre-conditions, as discussed in the previous chapter on 
'T-i -3 Issues', have been. mot and their impact on tho coverage 
and effectivonuss of PDS. 

In what f-'dlows,, wo discuss PDS offtake and other 
related statistics for the country as a whole and for the 
s Gates, generally for the period, .1977 to 1983, though in 
soma cases wo go back to earlier years as well, in order to 
examine long-term trends. S-ction I deals with the all- 
Indi... profile of PDS, followed by section II devoted to 
inter-stato comparisons. In the last s ction we attempt 
an overall suniming-up of the performance of PDS in providing 
food security in the face of recurring shortages and- 
steadily rising, prices. We attempt to point out the 
factors which prevent the PDS offtake from picking-up 5 
a xJanadoxical phenomenon aganist the background of the 
undoubted need for a large and growing PDS. 
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I 

Th9 PDS can bo regard<.d as one important stable element 
of Irniia's food policy since the early 1950' s. Fairly 
large quani titles of cereals, mainly rice and wheat, hav«:’ 
boon distributed at fixed prices, through a net- work of 
Fcrir Pne-e Shops (FPS) to ration card- holders. Till about 
1963 the quantities distributed .through FFS were less than 
one-tenth of net-production; .(See Tnbic I), During this 
period annual food imxjorts were of the order of about 3 to 
5 million tonnes, while int‘..rnal procurement was relatively 
lower. It rarely exceeded imports and till 1963 generally 
ranged bvtwcen 5 to 7 laxhs tonnes per annum. It is after 
the mid 1960 's that PD3 operations approximat'^d and evvin 
exceeded the 10 million tonnes level (like, in 1966), 

after the mid 1960 ' s PDS offtake started exceeding 
14 percent of net production and in y^ars like 1966 and 
1967 rang>;;d between over one- fifth to over on "-fourth of 
net-production. In 1966 and 1967, PDS offtake was over 
ono- fifth of the not-availablity of foodgrains in the 
country. Up to 1967 not imports on public account amounted 
to over throo fourth of PDS offtake. If we consider the 
stock of c. reals maintained by the Government agencies, it 
was generally in excess of 2.2 million tonnes, going up 
to 2.8 million tonnes in i960 and coming down to one 

All tlie tables related to the discussions in this Chapter 
Can be seen at the end of this ch^ter pp . 
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million tonnus in lb^64. Evon in sevur- drought years like 
1966 and 1967, closing stock vd til tho Go-/<3rnrfl:jnt Wras of 
tha magnitude of about 2,2 and 2 nrlllion tonnes respectively. 

Compared to trends during 1960's3 during 1970’s PD3 
offtako gonorally excoeded 10 million tonnes and camo to 
almost 15 million tonnes in 1980. Howevorj as a proportion 
of food production and net avioilabllity of coroals, PDS 
supplies generally ranged between 10 to 14 percent during 
the 1970* s. During laSO, PDS surjulies were almost 17 
percent of net production and about 16 porcent of net- 
availability. 

During the earlier part of the 1980* s PDS sup tj lies 
continute to fluctuate around 14 million tonnes (Table II), 
During 1970* s and earliest years of the 1980' s internal 
procurement became., the main source of feeding the PDS 
channels. In certain years PDS- sup^, lies or offtalie failed 
to match national procurement. Moreover, net imports 
were also negative during certain y^ars, li.e. wc made 
net exports of cereals during the years 1978 to 1980), 

In some years when we exported cereals, PDS offtake 
declined by about 13 percent in ly78, we also exported 
c-^r-.^als in large quantities though the fall in offtake 
was greater than exports and net production too was at 
a much higher level. 



During this period PDS suppli^.'s constituted t 10 to 
15 percent of nut-availability of ooxeals in the country. 


This was also a period;, 


wnon starting from tho year 1976 


with its record level of almost 19 million tonnes of closing 
stocks,; the stock level exccodod 17 million tonnes ^ during 
lu77 to ly79. This came dovni to' over 11 million tonnes durin 
1^80-82 and again uxcuoded 16 million tonnes small margin 


in 1980 and 1981. However, in tho next two year, the 
former foil short of the latter. Thus wo find that offtake 


was not always constrained by ov. rail availability of 
coroaJLs to public agoncios. Owing to rolativoly low 


offtake, closing stocks ozcoodod offtake in 1983. Idhilo 
1976 closing stocks vrero 206 percent of PDS offtake, they 
ranged botwv on 148 to 168 percent during 1977 to 1979. 

With PDS piclcing-up in the early 1980' s closing stock came 
dovjn to four- fifth of PDS offtake but in 1983 ezcooded. 
offtake by a small margin. 

. In t^rms of rate of growth of PDS offtake the 
performance during the period 1962 to 1983 can bo considered 
fairly impressive, ^^nnual average rate of growth of 
offtake during this entire period was 5,76 percent, while 
the compoun<j growth x^as not st-!;ady and consistent during 
the entire period. During the period 1952 to 1967, 
average annual growth rate of PDS offtake was only a 
little short of 10 percent while, the compund growth rate 
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was 4.2 p-jrc'iint. Inspitu of 1967 boing a year of vory high 
offtake at over 13 million tonnes, the average annual rata 
of grwoth during 1967 to 1983 ca,mc to only 1.5 percent.' 

In fact, after the- ^.'Oak of 1969, PDS offtauo experienced a 
negative growth rate during 1967-76, mth the last year 
showing the lov/est offtake after 1971. After 1976, there was 
again a recov^-ry in PDS offtake and av.=rage annual grov/th 
rate during 1977 to 1983 exceed*' d 8 percent and compound 
growth rate w'as about 3.2 percent. 

In order to eliminate y'-arly fluctuations in PDS offtake, 
if we take three yearly average for the' period of 1976 to 
1978 eind for the pfjriod of I 98 O to 1982 (Table III), wki find 
that the offtake level increased from 10.38 million tonnes 
to 14.05 million tonnes ov-:r this pe riod and then camo down ■ 
to 12.96 million tonnes .during 1981 to 1983. 

Thus ot an aggregate leva! one finds that the proportion 
of fixed price, publically supplied cereals in overall supply 
and its growth have been fairly in-piressive. During the 
recent years over 14 percent of n' t production and. almost 
a matching level of net availability have been moving 
through the PDS, It can thus be seen that over 85 percent 
of net-production and availability has either been supplied 
through private trade channels or by means of self-provisioning 
by the growers. It is obvious that PDS suppli :S constitute 



36 - 


a r.^latiVGly largor proportion of tliu quaiititios of the C'.'reals 
win.cn. ri'iO VO tiirouga t'no niarKot machanisni, than of total output 
sinc'o a fairly good part of curoals output is uso for self 
proxQ. sioni.ag. Dupenciing on the estimate of markotod proportion 
of ceroal suppli-.vSj tlio siiaro of PDS offtake as a proportion 
of the domand for ooroals which is mot through m.arkct insti- 
tutions goos, up. 

The growth record of PDS is not steady. Th^rc have 
been considerable fluctuations from year to year, though 
tho trend has unmistakably boon one of increase. One can 
sea that after tho peak-level of 1966, there was h constant 
decline of PDS offtake up to the year 1971.. The annu.al decline 
has been fairly sizable ranging b 6 tv.reen 6 to 22 percent 
lT_ble II), Similarl;/, annual increases too have been- 
sizeable. li>. 1972 there was a considerable pick-up, with an 
incr-aase of aboup 34 percent over the proceeding, year. But 
again there were reductions in offtake, lovels in the j^'cars 
lu74j 19765 1978 and 1 j 81. , during these 

yuars has been considerable. Fluctuation in offtake has also 
been considerable as can be seen from tho stand'^.rd deviations 
estimated for the period. (Tablell). VJo see that compared 
to tho earlier years, standard deviation was lower in tho 
latter. years , However, the fluctuation has boon largo enough 
to bring about a weakening of the sonso of steady availability 
of PDS suuulles. For a ro.eular . system of fixed-price^ stat e- 
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supplied *jS3^3ntial c^jr^als, it is v ery l inportant that tlia 
public supply channels m a intain a c Qrtain constant and 
assured availability, T^ris is essential form the point of 
Vi aw of Fx^S doalors <as well. 

Since tho country has . various r'.-gi,ons with strong 
prcforcnc-:. for w’-hoat or rice or coarse grains, it follows 
that for emorgonco of PDS channels as a regular source for 
ffl-oting the nu-.)ds of people, a fairly steady commodity 
composition of cereals supplied under PDS is also essential. 
W-c.- find that rhoro were considerable fluctuations in the 
relative share of wheat and rice (particularly marker d for 
wheat) in PDS offtake '(Table lY) . ^oarse grains have all 
along b;,.en rather insignificant | only in 1977 and 1982 
coarse grains constituted a lirtle more than 6 percent of 
total PDS offtake. • VJhilo in 1978 no coarse grains was 
sup.jliCid and during 1980 less than I perc .uit was supplied 
through PDS, in chQ years 1979 ^and 1981 they constituted a 
lirtle over 1 percent, and during 1983 almost a percent 
of total offtake. Gne rally speaking, whoat has been. the 
main component of PDS supplies, while it happens to bo 
a staple food for a redativ-jly smallvr port of tho 

population compared to those who have ric..= as thoir 
staple diet, ¥hilc the share of wheat in total cereals 

offtake fluctuated between 43 to 67 percent with annual 

variations of very significant order, in tho yoars^l981 and 

0l982p, ;■ t:tMi“' )r elati vs) sUar 13 ) of d whsiit 1;^ 
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each ottior. The fluctuations in the share of rice have also 
been quite extensive, ranging betmun about 32 to nearly 
31_p‘— xc’.>ntii 

The overall significance of PDS can bo appreciated 
better when vi owed in terms of the number of FPS shops 
which have been opened throughout the length and breadth 
of ■ the country. Ifith their total approaching nearly 
3 lakhs and their coverage becoming almost identical with the 
total population of the country, PDS can be said to have 
become an all-India affair (Table Even wh-n the rural 

and urban FPS arc- taken seperatoly into account (\Ajlth the 
former accounting for about three-fourth of the total) 
the PDS net work appears to be significant. 

The number of FP3 has gone up from 2.38 lakhs in 
1"J77 to over 2.84 lakhs in 1983, which v;as more or less 
the number in ly80. In IbSO, a big increase in FPS Ccame 
about with opening of 40 thousand now shops. However, 

Madhya ? la-ticiesh 3 M^^nipur, Orissa, Punjab, Bajasthan etc. 
shared most of the increase. In Uttar Pradesh, there 
Was an over 61 perc-ant decrease in the number of FPS 
during 1980, followed by a near doubling in 1981. In any 
case, the number of shops was at its highest in 1979 in Uttar 
Pradesh and till date falls short of that laved. During 
loSl'and 1^82 number of FPS came down but picked up again 
to be slightly in excess' of the number which existed 
in 1980. It may be recalled that as a part of the new 
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20 point programae, the PDS was sought to be strengthened by 
means of opening more PPS (vide point 17). The general 
approach has been one of providing one FPS for every 2000 
persons and locating them in such a manner that generally no 
one would have to t ravel more thfm 6 tas. In order to buy 
PDS supplies i Overall it c an be said that . a v/idospread 
network of ’FPS has com e into existence ^ though their 
fluctua t ing num ber may well be producing unsettling effect 
on ?DS supplies to consumers. 

The Fi S is the poizit at which the consumer obtains his 
PDS supplies. Without an appropriate- number and location 
of K’Sj the real cost of obtaining PDS supplies would go up. 
This may offset the price diff-erence between PDS and open 
market. But opening of FPS by itself cannot ensure that 
PDS is meeting its objectives. Among the many important 
conditions needc-d in order to ensure that I- DS supplies 
reach the. intended consumers, one important condition is that 
there has to be a certain correlation between the number of 
Fi S and total PDS offtake ensuring that each FI’S has a level 
of turn-over capable of m-eting the n-v-eds of consumers 
attached to the shop and thus enabling the FPS d- alcr to 
earn rls due commission. The int’.-r- state distribution of 
Fx‘S and offta.K:G is shown in Table VI, It can be seen that 
the two are not comraensurato with each other in most of the 
states. This may weaken the viability of FieS in a number 
of states. 
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SimilEly-j it vu look at pi^r FI'S offtake wo find that 
the turn-ov-=r level is not capable of naking the FI'S cross 
the viability threshold in raost of the states. (Table ItEI A.) 
Daily total offtake of wheats rice and sugar codios to about 
193 kgms per shop f or ■ tho country as a x^holc- and is as 
low as 119 kgms for Madhya Praaosh, and 138 kgms for Gujarat. 

It is comparatively high in Delhi at over 9 quintals and 
for' I'f’st Bengal at over 5 quintals. It appears; that 
relatively greater eiaphasi s gas ire on laid on opening many 
more Fi. S than on on suring that they aro fully or adequately 
stocked, let alone the question of uniterrupted, round-thc- 
ye ar availability of goods. 

Thus, in terras of offtake, nuraber of IDS storage, 
procurement and gross turnover of supplied comnodities 
wd can reasonably speak of a largo and imp res si vo presence 
of the states agenci'cs in food trade, distributing essential 
. goods throughout the country to a r':.ally largo nurabor of 
people. Each day raillions of men, women and children’s 
quouo~up in front of nearly 3 lakhs Fx"S in thousands of 
rural and urbaii centres. They not only hope to get ceroals 
but also sugar, edible oils and in some stat^ s, also a 
number of oth-er essential commodities like coarse grains. 
Kerosene oil, controlled cloth, match boxes, school 
stationery and baby foods. 
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From the foregoing, it emerges that PDS supplies are 
fluctuating around 16 percent of net production. Its 

/ S 

coimodity composition too has been unstableZbetween wheat 

and rice. Coarse grains have been too meagre a part to be 

meaningful to the PDS. A large but unsteady number, of FIIS 

with Inadequate turn- over which consequently affects. viability, 

further degress the utility of the PDS. It also appears 

that the level of PDS suijulios is not always constrained 

by overall availability of cereals to public agencies. 

Hovrevor, the size of procurement and extent of depletion of 

buff er, stocks during any particular year, place an overall 

supply side constraint on the extension of the PDS. If effective 

r'DS su]jpli-s have to cover a certain size of the pupulation, 

with a view to pro vl do 'Ghem with prico-protect^.- d supplies, 

and to divert a bettor part of their demand for cereals 

away from an inflationary open market, one has to work-out the 

required I'-vel of procurement and runni’-’.g down of stocks >d.th 

public agencies. In a given year, procureraent has to provide 

buffer-stocks for stabilisation purposes and operational 

stocks for meeting the needs of PDS. If existing stocks 

with the FGI are in exE'^ss of bufforstocks requirements, 

a part of the PDS needs can be mot by running down the 
existing stocks, and the rest has to be mot through 

procurement, If this is not so, procurement would have 

to replenish the inventory of cereals for an adequate 

bufferstock, as vrell as provide. PDS suppli . s. 
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Table Vllb shows that actual offtake during 1977-1983 
waSj r^xcept for the year 1980, consistently lower than the 
potential supply (.annual p ro cur enont plus operational stocks) 
available for purposes of distribution through FI'S, This is 
based on the assuiaption that 10 million tonnes of whaot and 
rice provide an adequate buffer stock and tho stocks in 
excess of this level are operational stocks. It can also 
bo seen that the gap between actual offtake and potentially 
available supply has been increasing since 1980. This 
situation of an involuntary food sur plus ma y' reflect 
both an inadequac y of p urchasing power in the hands of our 
poorer sections suffering from malnutrition and also the 
w->: akn--.;sses in the-udesign of tho FDS, 


We have calculated the possible coverage that can be 
achieved on the basis of available total supplies of cereals 
at actual levels of procurement and operational stocks for 
tho period 1977 to 1980. Furthermore we have tried to 
estimate alternative extents of coverage possible, on the 
basis of a norm, level of ration-^ scale as well as on tho 


basis of the miniraum, maximum and average scales operating 
in 19 states and union territories. On tho basis of the 
.ainimun ration scale as found in a certain state (which 
is a little more than 40 percent of the minimum nutritional 
requirements of cor‘3als for an average adult), we find that 
during the period under ref erenco. IDS potential supplies 
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could not iiav'j sorvod moro than 44 porcont of t ho population, 
with yearly covaragc ranging botw^on 32 to about 49 porcont 
of the population. If a ration scale that fullfiUs the 
nutritional nora is considered, thon the coverage could have 
boon ext ended to about 18 percent of the population. Oaly 
with the naximua scale, as found in a certain state the 
coverage would come to about 11 percent of the country's popu- 
lation, As the average' ration scale for th'Ose states is 
about half of oho inaxiniuiu scale, the cove rage on- the basis of 
the average scale, comes to about 22 percent. All the so 
figures clearly bring out that with scales of different 
magnitudes, the coverage u>f IDS could have been anything 
from 11 to 44 percent. In reality, the coverage was oven 
lower than this as actual avcrag'3 offt ake foil short o f the 
pote ntial suppl y at realised pro curoaent levels. Thu policy 
f or ADS in th'3 country "was determined in such % manner that 
it gave access to atloast tmee the nurabor of poopl-i who could 
have b..'en normally served with the supplies available. It 
may bj that the policy of giving entitlement to such a 
larg-e nuriibs^r without mobilising conmonsurato suppli- s 
compromised the credibility of i'DS and raado th^j system 
disfunctional. This lack of credibility raay have also 
contributed to non-utilisation even, of the available supplies, 
giving a shortfall, (on the avorage* for the , entire period) 
of about 26 porcent of tha potential supply. 
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II 


irregular and fluctuating nature of IDS offtake and its 
unsteady comodi ty-conp .) si ti on along with unsteady nurabor 
of Fi'Oj detract from th^i significance-: of IDS which onerges 
from its aggregate size. Sirriilarly^ regional concentration 
of offtake and F. 3 in a handful of states, rn^duces th-c value 
of such a widespread ?DS, In 1980 it wf's seen that West 
Bviiga^j Tfjail NadUj Maharashtra, KeretLa, , Andhra Iradesh and 
Uttar i radj,sh accounted f.or about 63 percent of total offtake 
of Cereals. (Table III), Simlar statc-rmse concentration 
can also been seen for rice, wheat and coarse grains separately 
(Table IXj X and ICE). Those figures do not clearly bring 
out the spatial concentration of IDS offtake because they 
do not take into account the proportion of population accounted 
for by these states. 

Taking annua.1 a\uragc pcr-copita offtake of cereals for 
the year 1977 to 1983, we find that All-India average annual 
offtake for these sev-n years con-.'S to 18.78 kg. (Table XII), 

It m-eans that daily PD3 supply ])er. person is only about 51.5 
graas which is about on eighth of the ioinimum nutritional 
requirement of cereals and is, as wo see later on, only a , 
small fraction of the p^^rnitted ration scale. For some of 
the most populous states of the country like Uttar Pradesh, 
Bihar, Gujarat, Madhya Pradesh, Rajasthan, todhra Pradesh, 
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H-ryana and/i^unjab tha annual average par-capita offtake was 
less than the national average. For soatos like Rajasthanj 
Uttarx-'radosh, Madhya Pradesh, Gujarat and Bihar, p^^r-eapita 
daily supply through PD3 comes to about 28 grams only. 

In- fact, it is only Korala, \4est Bengal and Jamnti & Kashrair 
which have significantly high per-capita average annual 
offtake ranging be tW‘^ on 42 to 48 kgs. Table XIII shows the 
ranking of 29, states and Union Territories on the basis of 
se.ven yearly average offtake of cereals from PDS sources, 

find that 11 states figure below the national average which 
is itself rather low. These states wheru P. D. S, operations . 
are at a low key include some of the biggest and most backward 
states like Rajasthan, Bihar Madhya Pradesh,- Uttar Pradesh, 
Andhra Pradesh etc. 

While for the state of Ilcst Bengal annual pcr-..capita 
offtake is about 41.4 kg., we find that it is lower (about 
30.16 kg) for modified rationing areas which accounts for 
70 perc.jnt of its total populati-m. On the other hand, 

30 percent of West Bengal populrotion in the cities of 
Calcutta, Durgapur and /iSansol are covered by statutory 
rationing and obtain 99,14 kg. cereals per-capita annually, 
(Table XIV)'. Though in a comparative national perspective, 
per-capita rationed , cereal availability in West Bengal is 
impressive, it tells adversely on the statutory nature of 
rationaing in this area, (as again- st informal rationing in 
the rest of the country) as. the P.D.S. here is supposed to be 
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tliQ solu' soureg for meeting t ties ccroal nyods of. the people. 

For states like Karnatakaj Taioil Nr dUj Maharashtra j 
iindhra Pradesh, tho annual average per- capita offtake Is 
only marginally higher than the national average ranging 

between 19 kgs. to 26.7 kgs. It is only Union territories 
and the smaller states of North Eastern Iri~ia which have 

pur-capita annual offtake significantly higher than the 
national avvjrage, with Delhi having almost 120 kgs., followed 
by Lakshadweep, Sikkim, Andaman & Nicobar and Mizorom 
ranging between 88 to 111.6 kgs. It is true that since we 
have a dual market for cereals, PDS supplies cannot be 
expected to meet the entire demand or even tho nerids for 
cereals. However, the relative size of the t\^o is important, 
particularly in view of the stated aim of PD3 i.e., protecting 
the essential cereal consurapti:.’n needs of t he poor masses, 

¥hen we compare the share of different states in total 
offtake mth their rspective shares in total population, wo 
can again see that PDS appears to be a significant phenonenon 
only in a few states, maiilly the deficit ones. (Table XV). 
Talcing the offtake figures for 1981 to 1983 and defining 
states as deficit or surplus on the basis of comparing 
their average food production for 1979 to 1982 with their 
total cereal's requirement on the basis. of a norm level of 
consumption (of 403 grams of cereals per person per day) 
we find that 11 states and Union territories accounting for 
52.3 percetn of the population take about two- third of tho 
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total ?DS offtako while the surplus states accounting for 
46.8 percent of population consunc about 30 porcont of IDS 
supplies (Table XV). It is clear that in a largo part of tho 
country, PD3 supplies form a token part of tho cereal 
G jnsui’ap tion of thj people. H.;wcverj it would be incorroct to 
consider PD3 relevant for the deficit states alone. 

Since IDS operates through FfS in order to make cheaper 
cereals available, it would be interesting to e xpimine the 
cDiaparativQ position of states in t erms of the total number 

of FP3, and total offtake, die see (Table- Yl) that it is in 
Jai-imu 8c Kashniir, Kerala, West Bengal, Maharashtra, Delhi and 

some other union territories that the states' share in total 
offtake uxcoeds thoir share -in the total nui/iber of FfS. 

We have sc-en earlier that it is these states (except 
Maharashtra) in which per-capita offtako is much bettor than 
the national average. On tha other hand, dospito a larger 
s liar a of FPS, states like *4adhra-i'radcsh, Oi*ssan, Bihar, 

Madhya Pradesh, Orissa, Rajasthan, Tanil Nadu have -a lo'i«er 
share of offtake.' It can thus bo inferred that a relatively 
larg'or number of shops cannot b^a thonsalv:-'S ensure that 
offtako improves. It can also be soon that even with a 
relatively small number of Fi-S, it may bo possible to 
distribute a rospectablo. quanitity . of IDS suppli'-s. Thus 
emphasis on starting more FPo by itself cannot lv:ad to 
strengtLieiiing of PDS, However those figures should be 
interpreted with caution keeping in nind the density of 
population in difforont regions.. 



The inacliiquatej almost' notional, pro sonct; of PDS in a 
largo nuiTib or of areas can bo soon f rom nany difforont facts, 
iiccording to Qagli Gomnittoe Report on Controls and Subsidies, 
67,71 porcont of rho offtake was confined to urbean areas in 
1^77 while the data for rural/ urban distribution of FPS show 

that about three-fourth of such shops are in rural areas. 

It means' that the rural shops distribute rather snail 
quantities and a larger share of offtake in tlifferont states 
(which We have seen above) govS to their urban areas. 

The urban orientation of the PDS can also b q seen fron 
another set of data' wiiicLi show that generally it is the 

metropolitan areas and districts with largo railli on-plus cities 
which account for a bettor part of PDS offtake, (Table Xl/I), 

We see that in Karnataka, Orissa and Maharashtra, the urban 
districts, of Bangalore, Guttack Puri and Bombay take a good 
share of PDS supplies. We have scon in Table XIV the sharo 
of C.,lcutta 3 Durgapur and isansol in Wost Bangui's total 
offtake. Similarly, Delhi which accounts for less than one 
perc-.nt of nation's population consumes about 6 percent of 
PDS supplies. 

.. -It is certainly true that urban areas ary nearly 
entirely market- dependent for obtaining thoir supplies of 
cereals. However, ev-jryone in urban areas dnos not becone 
equally worse-off as a result of inflation. Thun the number 
of people who are po^r and become relatively worse-off 
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tLirou-gfi influti on in 2 mrs.l nroas B-Th rriciny noro tlrian in urlDcin 
aroaa. Largo numb or of landless farm-workors, non~owing 
cultivators j artisans and people engaged in etr tain services 
in rural areas becomo worse off as a result of inflation. 

Relativoly larger 'PDS supp lies in urban areas, given the 
oYorall small size of PDS supplies in relation to ontitlacnts 

make for poorer coverage in rural aroas. 


PDS in I,^.-ia nas bewii treated as a supplementary source 
of supply of essential corariiodities like cereals for almost the 
entire population. But adequ<ate supplies for this purpose are 
not made available to PDS channels. This is a conclusion; 
which seems to eniergo from many of the facts we have highlighted 
in the proceeding s>-ction. ..simple exorcise of comparing 
the ration (or PDS. supply) scales fixed' in various states tmd 
per-capita actual offtake again bring out the inadequacy of 
overall, PDS supplied to meet its avowed objective (Table XHI), 

In ordor to simplify the exercise wo have compared the 
ration scales .-applicable to urban areas (whore ve.r such differences 
exist and which are generally higher than the ones applicable 
to rural areas) wi-th the per-capita actual off take ■ in -various 
states. ' u 

\hj find that actual off take, is generally subs tcuntially 
less than the proscribed ration-scale in every state, victual 
offtake as percent of ration-scale is a little over 3.3 
percent in. Rajasthan, , ranges, between 4.2 percent to 5.23 
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percent for Uttar Pradesh.^ Madhya Pradesh lies between 7 to 9 
peroont for Gujarat and Haryana. For Punjab, Andhra Pradesh 
Maharashtra, Karnataka, Himachal Pradesh and Bihar, it ranges 
between lo te 20 percent. For Assam and Orissa it is about 
26 percent of the ration-scale, about 35 percent for Ktarala, 
and IS about 50 percent for Delhi and Jamriiu & Kashmir, 
ihe highest figur.js between 6o to 80 percent are soon for 
West Bangal and Trupura. 

Further, evidence on the significance of PD3 as a 
source for supplying cereals to the pQoplc= can be seen by 
comparing the share of PDS supplies in the consumption 
basket of cereals for some select expendituro classes, 

A comparision of per- capita cereals offtake mtli the average 
annual quantity of rice wheat purchased by the expenditure 
class below Es, 75 per month (HSS 28th round) shows that 
during the period 1977 to 1981, the share of the former in 
the latrer ranged be tvreen 12.8 to 19.2 percent (Table 
Xl/1 1 1 ) . It; is clear that even for the poor masses, PDS 
sup^.lied a very small par t, r anging between ono-cighth to 
one-fifth of their consumption of rice and wheat, 

iuiothcr way of judging the overall capacity of PDS 
in mooting tho cereal requirements of the population can 
possibly be by working out the notional number of benefi- 
ciaries of PDS. Given the, total, c*jreal offtake and 
asstiming that the card-holders draw their full cereal ration 



■.ntitlwmcnt wo w^rk out the number of potontial b-anoficiaries 
in s Gatos and U.Ts. for tho years 1981 to 1983, (Table XIX), 
¥u find that in states like kndhra Iradosh, Gujarat, Himachal 
i'radush, lunjab, Bihar, Maharashtra, tho notional bonefi claries 
ranged botwoon 10 to 16 percent of their population. In States 
like, Kni-nataka, Rajasthan, Tamil Nadu, Haryana, Uttar 
aradosh, Madhya Iradosh the range was betwoon Mi to 8 percent. 


Then, ■^^ssam, • Kerala, statutory rationing areas of Most 
Bengal and Orissa fall in a category with 23 to__31 porcent 
of their population being capable of benefit ting at thedr 
existing level of supplies. The present level of IDS supplios 
in Delhi and Jammu & Kashmir can servo about half thoir 
population x-zith thwir prysant ration- sc valos-*- It is clear 
that the present levels of offtake arc inadequate to 'onablo 
a large majority to derive the benefits of i’DS supplios. 

In w-)rkiiig out the notional number of bonefi.ciarles 
we have assumed that each card holder draws his or her full 
qu,jta of ration. This assumption feel is justified 
given the fact that ration scales are generally not excessive 
in relation to needs and it is reasonably safe to assume 
that a significant proportion of people who avail ration 
fbciliti‘iS would normally buy their full entitlements. 

In states ijroviding liberal ration scales tho poor may 
at times not be able to buy his .entire entitlement for 
lock of funds. Ti,*is is how nutritional deficiencies and 
latent hunger come to persist in poor countries likc.i India, 
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dos^jito arrangyrrumts liko public distribution of '.essential 
commodities. To the extent I'.D.G. ontitlcmc'nts rro not 
fully drawn by a certain fioction of card holders a larger 
nuiub or , could possibly ba benofitted, (only under furthor 

assumptions of no diversions to the black market or other 

. , . , , - ^ our . 

unautnorisQd saj-o to bulk buyers.; In ruiy case exercise 

seems to succeed in bringing out the limitations of the 

present ^ .D.S. in so fa r as it at te rafits to grant access to 

a number much larger than can bo satisfi'od on the- basis 

of supplies mobilised for the purpose. 


Ill 


It is clear that for a large part of the country 
PDS sfftakc is hardly adeciuatCi to meet the nesjds of a 
significant part pf the population, not even of the 
identified Vp.oor' ,. The policy of combining such small supply 
levels vjitli almost universal coverago loaves tho dotor- 
mination of the actual ben..ficiories of IDS (i.c. those 
v/ho ar-w able to obtain x'-DS suppli'. s) to a variety of 
markijt, adialni strati vc and int'.r-personal and social factors. 
None of these factors can bo expected to provide batter 
access to P.D..3. supplies to the poorer sections except 
probably relatively poor quality of IDS grains, which mako 
the better off sections voluntarily opt out of the pds 



PD3 ccr'ials, savu probably for tholr servants. This sltuatlpn 
oiiiiancjs tbc: subjuculvo dis creti on of the Fi'S dealer to 
pick and cb>)se the real bonoficiarios of IDSp particularly 
with a Yiow to drive away those who may bo inter. ’sted in 
jfDS supplies and diver;^ the quantities thus remaining 
unsold to more lucrative channvls. 

The inadequate and fluctuating level of ?D3 supplies, 
-..-Specially aganist the- back- ground of almost universal 
c average sought and claimed to be operationalised, was scon 
to prove, nt IDS from b-jc.oming an uffoctiv-j and meaningful 
supplwmontary source of supply to oithor market supplies 
or self-provisioning for a majority of the population. 

The commodity composition of PDS which gives hardly any 
jjlace to CO rso grains (suxjorior in nutriti-on) and widely 
fluctuating a vail, a bill ties of ri.ceisa.nd wheat (particularly 
aganist the backgr..:>und of strong regl.onal food habits) 
also tends to pr-.jVvint pyoplo form treating i'DS as a stable 
and roliablw source of fixed-price supply. VIq shall see 
later on that a large number of ff\ct.ors rel.; t'. d to Fi S 
tao.ir nuiaber, locati.on, periodicity of permitt.-.;d purchase, 
behaviour of the dealer, irregularity of shop's working 
hours, long queue's, unsatisfactory quality and f ■■ ar of 
incorrect weighment, etc,, further erode the utility and 
credibility of IDS as an alternative to either markets or 
self-provisioning. These factors introduc-.: a certain 
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of uneortaiiily about thti lovcl of PDS offtake, 
i^articularly as a regular source of supply spread ovonly 
tixroughout the year and .'Vor th-.' years. 

' Th'O availabili comfortable level of stocks with 

the FCI and S.^icVGo ijovormi’;-nt iyenciGS (exc-jpt in states 
I'j'hich have relacivoly low accossibili Gy find suffer on account 
of transport ho ttlonecks 5 c.g. the states of North East 
India) are instrumental in ensuring r')und tho year stable level 
of supplies through FIS. Hovover^ this assurance docs not 
seem to get trsmslatcd into reality on acc.;unt of a variety 
of factors for many states. This can bo seen in terras of 
seasonal intra-year pattern of IDS offtake in various Stato- 
iill - India figures of raonth-mse offtake show relatively 
greater stability than state level disaggregated figures 
because in the former figures^ interstate variations to a 
certain extent tend to offse.t oach other. 

look at the '■ monthly pattern of offtake 

of wheat and rico for the years loSO to 1983 shows marked 
Seasonal fluctuations v/ith respect to wheat in Uttar iTadosh, 
Haryanaj Hiiaachal x’i*adeshj Vun^^ib, Rajasthan, Madhya i radosh 
and Bihar (Table XX and >1X1). Similar trends with respect 
to riCG can be seen for Orissa, Uttar Iradcsh and Madhya 
iradosh. Those are tho , states, which do not distribute a 
respectable quantity of. cereals through PDS and also show 
a lot of seasonal up .and downs , over various raonths. Tho 
states which supply fairly good. quanititos of cereals 
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through ?DS also havu nearly steady suppui-js throughout the 
year, l-^ak offtake of wheat is S; en in the states with 
fluctuating monthly pattern of offtake in three months just 
preceding the flush season of v/hoat arrivals. Siroilarly 
troughs in these states are seen in JunOj July, *»ugust and 
to some extent in October - November as ■well. 


In Uttar IradvBsh and Madhya 1 rndesh^ rice offtake is 
r-eiativeay high in February and March, while Orissa shows 
heavier offtake during July- Sept ember. .iS for trough in 
rice offtake, wo find that all the throe states have relatively 


poor offt<ake during October- J.onuary. It c.an thus be seen 
that in addition to small quantities which arc distributed 
in a number of staxos through IDS and sharp variations in 
the- amounts distributed from year to year, there arc, 
additionally, month to month fluctuations: in ID S offtake. 
This adds to the irr'^gularity of a' DM suppli’js ^and uUik'- s 
i-'DS a not very dependable source for supplementing market 
and self- pro visioned supplies. Irrespective of the factors 
which make for .such a seasonal pattern of off take in some 


of zhQ states, it Qrodos the utility and cr-.-dibility of 
IDS in providing food security to the vulnerable s=..^Gtions. 


Over the last f-w years it appears that offtake from 
IDS- channels has reached a plateau, Closing--st.-)cks with 
public agencies have be<en growing almost involuntarily. 



- 56 ~ 


Th'in wu find a fuwydars in which thr, offtake has benn loss 
than the annual intvrnal pmcui-nacnt and for some y oars the 
two are alraost matching oach oth--r. This can bo taken to 
indicate tnat tiio i is offi.ako has inot been piclcing-up. 

This s..:oms to bo paralozical in vi..-w of the- Ion own size of 


food and nutritional doficiency in the country, (popularlj 


ruproS'unt-..a in the f )i*a of the proportion of population 
below poverty lino), rising prices of cervals as well fs 
in view of very inadequate p'.;,r- capita offtake in almost all 
th-s populous status which can also be considv-red oxtensivo 
poverty- concentration areas. But poor offtake may partly bo 
attributed to poverty itself. 


■ Near stagnation in the growth of e'DS amomits to . rest.ri- 
ctixig its benefits. One may wonder as to why this is so. „ 
The forgoing analysis indicatud that thora is very llttlq 

assurance of the availability of IDS as an alternative , 

chuaijor and better source of supply, Thu size, composition 

of supplies, rati on- scales 5 etc. limit the) total numb.-.r of 
bonofi claries of IDS to a smell proportion of those who 
stand in need of it. largo number ef other factors like 
the poor quality of grains and service by FfS, irregularity 
of stock availability and shop- opening, losses due to un-l r- 
weighiaont, . timu spent in mald-’ng purchases from the Fi S, arc 
wullimown factors making Fx S notoriously unpopular. 

In our discussion on the administrative and organisati.onal 
aspects of IDS we ^^Jiil examine these factors in detail. 


m 
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Despite these adverse factors, a sufficient degroo of 
price advantage offered by PDS should strengthen the , d 
utilisation of rDd f a.ciliti'j3 , Thera are- sonic; indications 
to suggest that the prico advantage offered by IDS supplies 
may be- weakenod by sone factors operating in the food 
syston of India. For one thing, wheat and rice hav-o nany 
substitutes popular in diffviront parts of the country. 

Guars'O grains like jowar, bcojara, liiilletus, ragi and other 
foods like tapioca, potato, etc. have a fairly good dogree 
of acceptability in many parts of the country, particularly 
from among the weaker sections. The price advantage of IDS 
wheat and rice over market wheat and rice (by no means 
universal, as data from Madhya Iradesh given in Table XXII 
indicat-o) many fail to produce demand for the former when the 
consuinsrs make a cross comparison between the prices of 
coarse grains and oth .r foods on the one hand and I DS 
whtat and rice on the other. Only when the IDS cov-.-rs 
theso other grains and foods and supplies then with a 
price advantage vis- a- vie the market, would the consumers 
tend to buy PDS quantities, a s we shall sea, IDS prices, 
of wheat and rico . are also unnecessarily and unjustifiable 
padded by -many state government by i nclud ing large o verhead s 
of multiple handling and some tax es paradoxically on 
subsidised coijimoditios. Then, as the data from Maehya - 
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Pradesh atout op®n market wheat prices indicated, the some 
states, over certain periods of time, the procurement 
prices do not succeed in becoming floor prices. This 
may result in open market prices coming, on ^ere with 
prices or even going below the latter. None of these 
factors detract from the need for instituting an effective. 
Country-* wide PDS with a round th^year availability 
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INTE R- aT,.TB PI STRIB UaXQN OF TPS .JO OF FT.JCB ( 1901- G3) 


SI. States/ 
No. UT. 


PorcGntago share PercGiitage sh 
I n offtaF i _ _ in EP S 


1 . i Jid h :c a P r ojd e s h 


2. Oissam 

3. Bihar 

4. Gujarat 

5 . Haryana 

6. Himachal Pradesh 

7. Jammu cc Kashmir 

8. Karnatalia 

9. Korala^ 

10 . Mad hy a P r ad d s h 

11. Maiiarashtra 

12. Manipur 
13* M.^ghalaya 

14. Nagaland 

15. Orissa 

16. P un j ab 

if* Raj as tan 
lO. Sikkim 
19, Tamil Nadu 
2D, Tripura 

21. Uttar Pradesh 

22. V/est Bengal 


6.30' 

10.43 

4.26, 

5,70 

5.5 2 

13. 20 

3,13 

3.56 

1.17 

1 . 93 

0.50 

0.93 

2.19 

0.77 

5.07 

5.10 

9.97 

4.16 

3. 68 

6.75 

11.33 

10,50 

0,37 

0.38 

0,68 

0,62 

0.45 

0.05 

2.94 

6.13 

2.10 

3.72 

1.31 

3.71 

0 . 30 

0.33 

2.23 

6.26 

0.71 

0.30 

7.41 . 

7.20 

19.78 . 

\ 3' ;6,6:S. 


(contd. . . .) 
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& N i si and 3 
iirimach al P rad a s li 
Chandigarh 

Oadra & Nagar Ha v all 
Delhi 

Go a. j D amain aJ:id Diu 
Lalishadv^uop 
ill 20 ram 
Pondi Cilery 


0.11 

0.07 

0.24 

0.07 

0 . 17 

, , r]'7 

- 

0.01 

D . -li 

1.02 

0.52 

0.14 

o 

c 

0.01 

0.41 

0.14 

0.12 

0.06 


.nL' 


100.00 


100.00 





PER H-^S OPFT. 

;iCE , (Monthly in tonnes) 









olcL OO 

Wheat 

“’k' 

20 Bugar Tot.al 

"Daily offtake"^" 
P>^r siiop '■ 

!• 

Wl-st Bengal 

6.207 

5.972 

1. 262 

13.440 

515, 28 kgms. 

2. 

uuj arat 

1.469 

0.742 

1.390 

3.0)1 

138.07 kgms. 

3. 

Uttar Prad^ 

3sh2.319 

1.197 

2.159 

5. 675 

217,59 kgnis 

4t: » 

i -iaddya Pradi 

-shl.076 

0.334 

. 1.142 

3.102 

118 . 93 kgms . 

t5 * 

Pladaraslitra 

2. 3c0 

0.967 

0 . O0O 

4,207 

161.30 kgms. 

6® 

Karnat'.JC.,. 

1.710 

1. 637 

1.031 

4.428 

169.73 kgms. 

7. 

.lijidQra Prad< 

3sh0.'=154 

2. 781 

0.752 

3.983 

152.375 kgms 

o« 

Tamil Nadu 

2. 6 '35 

4.058 

1. ISO 

7. 374 

301. 87 kgms. 

9. 

Kg r ala 

1.553 

3. 265 

0.307 

10.726 

411, 214 kgms 

10. 

Delhi 

17.003 

4 . 30 2 

2.161 

23.765 

911,13^1 kgms 

11. 

.JjL iNDIii 

2.025 

2.013 

0.985 

6.023 

192.538 kgms 
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j '-gxiBLE X EII 

R.JCCLNG OF ST.iTES ON THE BrSIS OF 
?ERG.PI Ta OFFT^JCE of CBHB,,Lg 


Cwij.vorago for 1977 to 1933) (in k 


SL .„.! lo . 


piZQ 


1. 

Dolhi 

2. 

Lakshdoop 

3. 

Sikicim 


.jidaraan 2c Nicobar 

5__. 

i'-ti 20 raiii 


Ghandigarh 

7. 

Go a 0 anan 0 Di u 


Moglialaya 

9. 

Nagaland 

10. 

Jammu & Kashmir 

11. 

Kg r ala 

12. 

West Bengal 

13. 

xii- un a c h al P r ad g s h 

14. 

Tripura. 

15. 

xissam 

16. 

liaviiarash tra 

17. 

Manipur 

13. 

Tamil Nadu 


KaimaCciIxa 

J 

*ill India xiVorago 

2). 

Punjab 

21, 

i'ondichori 

22. 

Hi ma c h atl i» r ad s h 

23. 

Nagaland 

2-1, 

Haryana 

, 

xindhra Pradesh 

04* 

(£,0, 

Bi har 

27. 

Gujarat Madhya i 

28. 

Ottar Pradesh 

29. 

Haj as than 


.CC-kaliG 

119.74 
111.54 
101.53 
93.35 

33.08 

50.33 
-'55.11 

51.79 
50.9(51 

48.23 
44.52 
'' i ' 1.38 
39. 9A 

35.72 

23.72 
22,0 9 
20,130 
20,06 
19.19 
13, 7o 
l-:..30 
13, i:'j 
15,43 

14.23 

12.09 
10,47 
10,42 

raiosii 9.91 

9.73;/ 

7.33 
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I.. bl0 XV 



12 Cl 


St, 

' i t/Q S 


^ off- } 

1 of 





talvG I 

)opula-fei 

blD 






1. 

i'jidlira x^rad^ 

;3h 

• 5'-± 

7*. 

iX) 

2. 

Haryana 


0.73 - 

■■ 1. 

yo 

3. 

Himactial Ir-. 

•;.I :;sh 

0.5 2 

u « 

v3u 

••'1 

-±m 

Jaiai.iu & K ast 

Llni r 

1.01 

0. 

i-Aj 


KarnataJia 


t) # .,L 

o • 

40 

21 

O 41^ 

Manipur 


0, 24 

0. 

20 

7. 

0.,.issa 


2.24 


30 

Bm- 

F un j ab 


1.61 

2<, 

40 

9. 

Uttar ? ra.de 3 b 

7. 26 

15. 

30 


Sub Total 


24.22 

39. 

20 


DEFICIT ST^i': 

CfiS 




10. 

Madbya rradesb 

4. lo 

7. 

60 

u. 

xissajn 


3,79 

3. 

0 

12* 

Bi bar 


4. 28 

10. 

2 

13. 

Gujarat 


3. 2s 

5, 

0 

14.Xer8la 


9.14 

3. 

7 

15, 

Maharashtra 


12.37 ■ 

9, 

2 

16. 

Meghalaya 


0.63 

0. 

2 

.17. 

Nagaland 


0.39 

0, 

1 

ll). 

Tamil Nadu 


9,00 

7. 

0 

19. 

¥sst Bengal 


10.23 

o 

o« 

0 

20, 

Rajasthan 


1.50 

5 » 

0 

21. 

©el hi 


6.5 3 

0. 

G 


Sub Total 


21.42 

59. 

90 


Total 


95. G4 

99. 1 


TOT.iL ?DS 02’FT.iKS .1© ^ OF 


.TION' 


-:19C2 


10 

ilS 

c/ cf 

. O X. JL / > 

of 

'fi of 

% of 

taJcG po; 

'Ula- 

taliG 

• popula- 


tion tion 


4.36 

7,00 

3.14 

7. 30 

1.36 

1 . SO 

1.17 

1.90 

0.56 

\j . oO 

0,53 

0.60 

2.01 

G . UKj 

ii. 14 

0,90 

4.86 

6.40 

4.0.7 

5.40 

0.41 

0.2) 

G.40 

0.20 

2. 87 

o . oO 

2. 9g 

3.30 

2.29 

2 o 40 

1.92 

2.40 

o, 93 

16. 30 

6.41 

16.20 

25.65 

39,40 

27.76 

39.20 


3. 27 

7.ao 

2.35 

7.30 

3. 72 

3.0 

3.5-7- 

, 2.9 

5,09 

10. 2 

5 . 36 

10.^ 

3. 19 

5,1 

2. ^ 

5,0^-' 

3, o2 

3, 8 

9.69 

3.7 

10. 9 6 

9.4 

9.76 

9.2 

0,64 ■ 

0.2 

0.63 

0.2 

0.41 

0.1 

0.44 

0.1 

3,64 

7.0 

9.94 

7.0 

10.56 

3,0 

lo, 85 

3,0 

1,40 

5 ,0 

0.69 

5.1 

6.10 

0.9 

5.27 

0.9 

71. OS 

;30.50 

: 69._7,3__ 

59.90 : 

87.53 

98.9 

97.54 

99.1 


82 


: lubi e x n 

ijiiiRS 0 i'"' SOME SSlEGT Di S'Zifl- Ci'S 
OH T!iE S^SrS;;QF OFFT.i iE, 1 933 


jStgite/I)l, stri ,Gt 


S-i- ■ 

No. Karn a tafca Oris sa.-- JJ-J'-- ' 


1, Banglore 
51,64 


]uttack ?aranasi Varanasi 


27. 73 


21.29 


14.90 


2. D, Kannada Puri 


lillahabad Patna 


7.35 

4, Kolar 

4.54 


14.54 


D.4o 


o. 2G 


3, Mysore Balasore Kanpur 


9. oG 5. '60 

Mayurbunj Luimow 
7.38 4.28 


•Pionciii 

6,04 


3. 83 ■ 7.0 


Bombay 
33, 90 


it itnagirh. 
Sundhburg 


Gliaibasa. d Puna 
Singhbulli 

7 . S O 41: 5 & 


Sbolapur 

4.20 


5, Dbarwad Kenjbar Pdrzapur Ddanbad Nagpur 

r. 5.-^ , O r,.l 1,04 K no 


5.09 


Wast Beng 
■ll932)” 

Caleutua 


Statutory 

Rationing 

33.82 

Pfodified = 
Rationing 


area 


area 


lotes - included otter categori os and Flur PUlls, 

Otter categories in turn include grab ‘d. tors Relief, 
Test Relief, HREP, Relief Cajnp, Largo Employers and 
Employment Generation Schomo etc. 
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T.ib le mi 



ST.iTSllL 3 

S DIFFERiSl^^CS BETWSS 

N IL.TI0N SG.iX 

lE OF GSEEa^ 




^ PEiP-ad^IT.^ OFF 



31 

, State s/Ut, 

Ration 

aivorago 

Off takG 

Offtake 



Scalo per 

per- capita 

a s n /i , 

as 3. fj 



Person por 

off talco 

of Ration 

of norm 



iitonth 


scale 


1. 

.jidhra trades ia 

10.00 

1. 22 

12.20 

10.09 



^Maximum 25kg. 31 eo) 



2^ 

i.s s am 

3,00 

2. 24 

28.00 

18.53 

3. 

Bihar 

.3.00 

0. 83 

10,42 

3.87 

4. 

Harycma 

12.00 

0.96 

7.93 

7® 86 ' 

5. 

Himachal Prados 

h 9,00 

1,43 

15.89 

11.33 

6® 

Delhi 

39.00 

10.71 

53.53 

. o3#S'9 ■ 

7. 

Guj arat 

10.00 

0,97 

9 . 66 

8.02 

d. 

J ammu & Kas hmi r 

8.00 

3.34 

43,04 

31,76 ■ 

9. 

Kama toil: a 

7.00 

l.^Pt 

20.52 

11.91 


incxKXimm wiaaat 15 kg. 

) 



■ pdr 

Card in Urbcoi aroas 



10. 

Punjab 

13.00 

1,33 

10.23 

11.00 

11* 

Rajasthan 

7.60 

0.40 

5.71, 

3.31 

12, 

Taint 1 Nadu 

7.00R1CG 

0,49 

7.00 

4.05 



(Maxiinum 12 k-g/p 

or ca.rd) 





and 15 kg wheat 

por card) 



13* 

Tripura 

5.00 

3. 62 

72,40 

29.94 

X“x, 

Dttar Pradi:.sh 

16# 00 , 

0.71 

4.44 

5.87 

15, 

Most Bc-ngiilCSta 

tutory) 12,00 

3.78 

31.60 

31.27 


(Modi 

fied) -i.OO 

3.85 

93, 30 

31.85 

IS. 

KoroJ a 

. ■ 13.2.^,; : ■ 

4.15 

; :;31.44: : a;v';:;a^ 

34.33 

17. 

M nd h y a P r ad o s h 

12.00 

0.75 

8: :S;.2l; (.;;a;) 

3.20 

Id, 

Piaha^rashtra 

15,00 

2.00 

13.31 

-r; ■ vl6*::54v( 
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GOi''F.im;soN OF pDs OFr’T.aca jm consui’-iptioh 

E]fElJDirUPiE ON FOOD OF fhE HEL.iHV;i:LY POOR 






- -.-iiin 

Yoar PDS 
in ■ 

(l) 

uai avi 
offtal 
ECG. 

jrago per- capita ^^.VGrago ajinual quaCol.Sas 
io of coroals iitity of rico and porcontr 

purchased by the 
xpendlturo class 
bolo¥ Rs. 75/” 
por month'^ 

1977 

19.2 

126 

15.2 

1973 

IG.I 

126 

12.3 

197S 

16.1 

12C 

12* o 

1930 

24. 2 

126 

19.2 

1931 

19.1 

123 

15.2 


* = NSS 23th round. 
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MO HON. J , NO . OF _ (I98i^c3:g) 


B1 

Mo 

. S tatps/UT. 

9 

N 0 ti on al . o f 

borioHciariGs 

.in,.«lOOQ™S.,*„.- 

Notional no. of bonofici- 
ari ■ s as of Total 

populeition 

1. 

.aid h r a P r ad o s h 

G683 

12.22 


iiSsam 

6733 

27.94 

3. 

Bi bar 

7143 

10.42 

*x • 

Gudarat 

3375 

9.GG 

6. 

B' ary on a • 

,1051 

7.93 

o# 

HimaciiTil Pradesh 

GlMl 

16.37 

7. 

J oiiimu a; Kas toai r 

3148 

61.24 

o. 

Ivor natalia 

2876 

7.56 

S. 

Korala 

0150 

31.45 

10, 

Mad h y a P r ad o s h 

3313 

6. 21 

11. 

Maharashtra 

3541 

13.31 

12. 

Orissa 

3333 

23.50 

13, 

Punjab 

1750 

10.20 

14. 

Rajasth-sn 

2016 

6,72 

15 . 

Tamil Nadu 

31-41 

6.99 

IG. 

Tripura 

15 23 

72.33 

17. 

Uttar P rad- sh 

4998 

‘i • ‘±1 

13, 

V/ost Bong.al 

•■■3015 (statutory 

.iroa) 31. 91 ( statutory ..roa) 

10 * j 

Dolhi 

353}9(iIodifiod , 

iiro a) 35 , 73 (Ilodi fi od .iro a) 

No 

._.0c‘l hi 

to 3 - l) Who ro over 
Rural end 

' 3475 ■ ; 7 

a difforuncQ exists 
Urban area, the- lat 

63.53 

in the .-iationi“Scalc_ of 
tor ono is used. Ration- 


scale per card iias bv^on convortod into scale por person 
assuming tiioro arc five persons attached to a caj?d. 
2)No'tlonal no. of bonoficiarios is obteinod by dividing 
nybraidb::';:©:! f 

;So:urGe'S-':777^:i^lbtln;;Hn7^®bbd;;vStbti'0'tibs» 
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JLifiXilL- /CS 

S2..S0N.XITY IN OFF T.XE, OF HI..GIi 
(iivore.go ii:^urc3 1930-3'i in porcoritago) 



Ponfe 

Troug 

hs . 

Cons tant 

wt.vtos 


. 2' 


2.„_ 

0 . 

,.0 

7.7to :33i 

-i, fr-' iiiivi 

Sep tonioor 
(10.5) 

July MCwPch 
(9.5) (9.3) 

Jccnuary 

(5.3) 

/Fob. 

(6,5) 

Dec. 

(7,1) 

1 

•2, iaiiiil Nadu 

July 

(10.6) 

Oct. XIoy._ 

(y. y) (9.4j 

xiprll 

(6.2) 

FvId. 

(^.5) 

i'rT n H 

i XelX 0 il 
(6.6) 

Nil 

-- Ov-Ul. wl " 

No veiiiber 
(10.7) 

Sept, Jan, 
(9.9) (9.1) 

xip ri 1 
(6.5) 

March 

(3.6) 

February 

(7.2) 

2 

'••'■" , 

i| , -i,V,C X' ;,s*X. £l 

iiUg U3 t 

'O.G) 

July Sopt. 

(9.3) (y. 9) 

Fob.- 

(7.1) 

Jan. 

(7.7) 

.ipril 

(7.9) 


Orissa 

S sj 'G G liiH G T 

(12.4) 

July ^iUgUst 

(12.3) (12.0) 

DxC, 

(3,0) 

J m . 

(-X. 9) 

Nov. 

(5.6) . 

Nil 

G, .7ust Bengal 

March 
(10,6) , 

Sopt. August' 
(o'. 6) (9,1) 

Jan. 

(6,6) 

Doc, 

(6.9) 

Nov. 

(7.0) 

3 

7*. ilssani 

March ■ 

( 0 . 2) 

xxUgustOct. 

(9.1) (9.0) 

Fub. 

(3.7) 

J :n, 
(7,4) 

Nov. 

(7.5) 

1 

3, Tripura 

March, May 
(10. G) 

xipril June 

(i7.a) (y.l) 

De.c. 

(4 . 3) 

Jan. 

(5.7) 

Nov, 

(7.0) 

1 ■ 

D, Uttar Prale, 

shFeb, 

(14.0) 

March Jan. 
(12. 3) (9. 2) 

Dec, 

(5.2) 

Nov, 

(5.3) 

Oct. . 
(6.3) 

3 

10, Bihar 

March 

( .7 , o) 

x^^ugustMcy, Juii 
09. 1) ■ tiSep 0, ( 
(9.0) e 

eFeb, 

G. 6) 
ach 

Jan, 

(7.4) 

Nov, Dec. 
(7.d)eac 

1 

h‘ 

-L X , 0 © X hi 

No V . 

(9.9) 

Sept. Dec. 
(9,7) (9.0) 

^ i'Ji » 

(3.9) 

Feb, 
(7. 2) 

May 

(7.4) 

^ 3 

12, J aiuIiU w; 

Kashira r 

^iUgUst 
(10.3) . 

July Sept, 
(10.6) (19.7) 

Jan., 

(5,2) 

Oct. 

(7.0) 

Doc, 

(7.2) 

a: 

13, M,:jXhya 

Pradesh ■ 

June 

(12.4) 

March Hay 
(10,7) (10.5) 

Dec. 

. (4. 9) 

Nov. 

(5.0) 

Oct, 

(G, 0) 

/■ ; / 2 : 

1 X, iiviiaras h trai-iar c h 
(0» 3) 

July ..ug, 
(9.0) (3.9) 

Nov. 

. (6.7) 

Oct, 

(7.4) 

Feb. 

(7.9) . 

2 
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XKE 







SB..30N.kLI TY IN OFFT^jCl OF WH3..T 

(.iverage figures 1300^33 in percentage) 








T-rougj] 

>s . 

Cions tan ts 


ij'bO. fcS - - , 




zirz.ji™ 

4“ a., " 

' 2 




1, iijidhra Pradesh 

J'Oly 

(10.0) 

March 
(3.4) . 

iiUgUst 

(9.1) 

May 

(7.3) 

iipril 

(7.9) 

June 
(Oil) . 

4-a: 


2, TaiPdl Nadu 

J-uly 

(10.5) 

Nov, Dgc 
(9.2) 

. iiUg. 

(3.3) 

lipril 

(c.l) 

Fob,; 

(3.0) 

Sc'ptm. 

(■4l) 

3 


3, Kama toll a 

Dec. 

(u.G) 

J uns 
(9.5) 

Ma.rch 

(3 . 2) 

No V. 
(7.4) 

Fob . 
(7.3) . 

iiU^^Ust 

(3.0) 

'■ 3! ■ 

-X; " . . 


4, Kerala 

Dec, J uly 

(10,5) (10. 2) 

t. 

(9.4) 

Fsb , 

(7.1) 

May 

(7.2) 

April 

(7.3) 

1' ' 


5. Orissa. 

duly 

(10.9) 

.iUgUst 

C9.G) 

June 
(9* 1) 

Oct, Nov, 
(7.2) 

April 

(7.3) 

Jan* 

(3.2) 

A 


C* West Bengal 

March 

(9.4) 

Se.'j t, 

(9. 2) 

Bee. 

(9.liJ) 

Ma^y, 

(7.5) 

fipril 
(7, 9) 

Jen., ary 

(8.5) 

1 : 

j 

V • iiS s aiii 

Sept, 

(3,9) 

Oct. 

(9.4) 

May 

C.l) 

Feb, 

(6.6) 

May 

(7.3) 

Jan. 

(0.0) 

2 


3, Uttar Pradesh 

Feb. 

(14,9) 

March 

(14.0) 

Jan. , 
(12. 2) 

June' . 
<5. 5) 

Nov, 

(5 . 6) 

August 

(6,3) 

1 . 


S • j3x[ liur 

March 

(11.7) 

Feb. 

(10.2) 

J an. 

(9. 0) 

lug. 

(7.0) 

Seat. ■ 
(7.-2) 

ijjo i'*i. X 

(■7.3) 

3 ; ;; 


lO*Uelna 

Jan. 

(10,0) 

March 

(9.7) 

Fob . 
(9.3) 

June 

(7.0) 

May 

(7.5) 

ai.ugust 

(3.1) 

2 


11. laoinuiSiCashair 

March, 

(lO.O) 

July^nug 

(9.2; 

,SeJjt. 
(9, J./ 

Nov. 

(7. 2) 

Dec, 

(7.4) 

Jan. 

(7.5) 

1 

1; 

13i Baryana 

March 
(14, .3) 

Feb. 

(13,3) 

J an. 
(12,0) 

Oct, 

(5.1) 

J Uly 
(6.3) 

august 

(.O.-i) 

2 

i 

HLsachal Pradesi 

"1 March 
(13.0) 

Feih,^ipri 
10. l) 

ISep t, 

( 3, 6) 

nUgUst 

(6. 2) 

Nov. 

(6,5) 

July 

(7.2) 

.1 

'X 


14. Punjab 

March 
Cl3. 6) 

Feb . ' : ) 

1 12, 3) 

. Jaii, 

(11.9) 

Oct, 

(5.3) 

J une 
(5.8) 

luly ^ 

(6.0) ■ 


■' 1 ' 
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..X. 

2 '■ ' ' 

O 

'1 

o 

3 

15, 


March. 

(21.3) 

. Vd . 
(13.0) 


Oct. 

(3.^) 

Dec. 

(4.6) 

Nov. Nil 

(4.7) 

IG.- 

Gujarat 

jiUgUSt 
(9, o) 

Jan. 

(9,3) 

Feb. 

(9.5) 

lip pi 1 

(7,5) 

No V . 
(7.6) 

March. 3 
(7.7) 

17, 

liaiiarasti'cra 

Oct, 

(9,3) 

t an, iiUg * 
(y,l) 

July 

(9.0) 

.ipril 

(7.7) 

May,JuneNov, 5 

(7.9) (3.0) 


Maltia Pradesii 

(-)■ 0 « •• ■' 

(13.1) 

H.'irch 

(12. o) 

Jan. 
(11* G) 

Nov., 

(6 , u) 

Oct. 

(3.0) 

Sept. 1 

( 0 , 4 ) 
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CHAPTER III 


Administrative and Organisational 

Aspects t t>irferent Model the PDS. 

Effectiveness of the PDS and its capacity 
to serve the vulnerable sections depend, in addition 
to the macro aspects connected with the national 
food policy, on a large number of policy decisions 
regarding the operational and organisational aspects 
of the PDS* These issues are largely a matter of 
decision-making by the state governments. In the 
present chapter, we first highlight the role of the 
states in designing the PDS. Then, in the sub^WN(|w««l; 
sections, we take up questions concernfng issuance 
of ration cards (i.e., to and how) having a 

bearing on the nature and extent of forirt^-l excxasion, 
commodities covered by the PDS, Ration-Scales, 
productivity of purchases and determination of PDS 
issue prices, respectively. On each of these issues, 
wide-ranging choices are available and the sum total 
of choices made on these matters define a specific 
variant of the PDS v^lch may" be quite different from . 
the other possible combinations obtaining elsefhere.^^^^^^^^^^ 
Since those issues play an important part in determining 
the effectiveness and implicit target-group orientation 
of the PDS, we devote some spgce to discuss the 
diversities in these matters amongst various states 
:.ahi|lfn|qn:tTei:*ritorieii'^v:;:;::j|;a^ 
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^ • Different Models of PDS t Role of the states 

The operational details of the PDS differ from 
state to state. Though the policy of setting up 
fair price shops was ln|.tiated as a part of national 
food policy, its implementation was the direct 
responsibility of the state governments. The Centre 
played §. prominent role in procurement and inter- 
state movement of cereals. It also had a prominent 
hand in determining the support price (which is the 
basic factor affecting PDS issue price in the state). 
The FCI Came to acquire the role of providing 
supplies, to states needed for feeding the PDS 
channels on the basis of central allocations. 

In order to operate the PDS effectively the Central 
Government also issue from time to time guidelines 
to the states, regarding the operational details 
of the PDS. - 

In the states it is Food and Civil Sipplies 
Department which looks after PDS. Some states have 
set-up public sector corporations, (some states 
setting-up more than one such corporation), which 
have a hand in running the PDS* However, the 
Civil Supplies Department remains in the picture 
to varying extents. Each state has 'gone about 
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in its owi way to made organisational, administrative 
and operational arrangements for instituting a PDS. 

Of course, the central guidelines have been taken 
into account, but the decisions have been those of 
the state government. Many policy issues have also 
been decided by the state governments. These include 
the commodities to be brought under PDS, rat ion- scales, 
number, locstion, and. licencing of Fair Price Shops, 
the te.rms and conditions for the FPS authorisation, 
and methods of supplying, checking, remunerating 
FPS dealers, etc. 

AS a result, a great deal of diversity in 
the actual design of PDS has come to exist. The 
major central influence can probably be seen in 
tvro crucial matters. One, the allocation of x-rheat, 
rice, sugar, edible oil, kerosene, controlled cloth 
etc. to the states 5 second, the determination of 
the central ex-godown price for the centrally supplied 
cornmndities. The ration-scale granted by a state, 
their regularitv and the final issue price charged 
from the consumers substantially carry the influence 
of these two central policy decisions. In terms 
of entries 33 and 34 of the Concurrent List of the 
Constitutions, PDS falls withih the purview of both’ 
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the Central and state governments, but In terms 
of entry 26 of the states list the states also 
have substantial scope in decision-making* In 
any case, in practice we find that in determining 
the actual administrative and organisational design 
of PDS which requires a significant level decent- 
ralised decision-making, it is the state governments 
which have played an important role. 

One can say that quite a few models of PDS 
are operating in different states, and taking the 
totality of PDS, on two states have an exactly 
similar design. ¥e have posited that the effective- 
ness of PDS in meeting its avowed objective/objectives 
is not just a matter of the central allocations and 
the price at which the allocations are supplied to , : 
the state government* Setting-up of , an effective 
delivery system, granting fair and equitable access 
at a low administrative cost and in accordance with 
the needs of the local polulation at various places 
depends upon a large number of organisational and 
administrative details and many subsidiary policy- 
decisions. Apart from the decisions taken at the 
state level, these taken at the. district , block, 
rationing circle, and FPB level, also play their 
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part in determining the availability, cost and 
benefits of access" to the PDS. While discussing 
the issues in chapter One, we have listed some 
of the important aspects of the organisational 
administrative design of PDS which are crucial 
to the effectiveness of the system. Our discuss- 
ions with various state agencies and personnel 
connected with PDS and perusal of official documents, 
notes, memos, etc. enabled us to attempt a 
comparative study of the organisationa,! administrative 
aspects of PDS as it operates in various states 
of the Union. 

In the following pages we discuss and analyse 
this domporative picture of PDS, operating in 
different parts of <tEhe country. In this process, 
we try to discuss the effectiveness of a specific 
set of decisions on each of these major aspects 
of the PDS. 

Despite the diversity of the operational 
model of PDS in various states, there are some 
common aspects in the administrative, functional 
framework of PDS as it operates in the states. 

Display I depict the overall administrative- 
functional model of PDS, showing roles, responsi- 
bilities and areas of decision-making at the level 
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of Cfejatral Governmentj state gcvernments, district 
and local agencies, extending upto the FPS and the 
consumer. In Display II, we indicate the critical 
decisi cns-variables at each of the levels at which 
policy and adniini str at ive decision governing access 
to the PDS are made. 


?■ 
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DISPLjCf ; 1 


THE administrative FU-JCTIQNAL FRSMlMDRK 


Central !• Obtaining supplies: 

Government procurement & Imports 

2. procur®nent price, 
issue prices to 
states; subsidies 


3, Guidelines to states 
on the design of 
PDS 

4, Allotments to 
states 


State 1. Receipts of Central 

Governments allocation 

2, Procurement in the 
State 

3, Purchases from other 
states 

4, Warehousing 


5, Determination of: 

i) Consumer issue 
/price ' ■ 

' ■ ii) Commodity Coverage 
iii) Ration soales 
iv) Rules for issue 
- , of ration cards, 

FPS licence 
v). Profit Margins 
vi) Periodicity of sale 
to Consumers* 

6- Allotments to 

Districts Sc Transport 
Arrangements 


Dl stricts 1. Li ftin g sxocks ; 

of Lower warehousing. 

Agencies 

2, Issue of ration 
Cards 

3, Licensing or 
FPS dealers 


4, Arran gin g/Ensu ring 
lifting by FPS 
dealers* ■ 

5, jsnforc @nent. 
Inspection,’ 
vigilance. 
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DISPI,& 5^ 2 


IMPO F. . /^T DECISION AT WL liDUS LEVSliS 


C rntre 1. Commodity, 

' Coverage 

2, Total PDS supplies 
procurement & import/ 
export + inventories 

2« Size covarefi 

populations Exclusions 

4, Nature of PDS support •- 
festal ar supplementary 


4, Preferential Treat- 
ment. to area or 
population group 

5, Difference between 
open marie et price & 
PDS issue price. 

7. Size of Subsidy 


States 1, Matching of supplies wi-iii 
nec-ds by intra-state 
procuronent* 

2. Adec^uate and well- 
dispersed warehousing. 

3, Capacity to l:^y from 
other states 

d- Inclusion of addition dl 

goods. 

5, Appropriateness of isoue 
price in relati- n to open 
market price 

6, Commodity coverage; 


7, Periodicity; 

8, Ration scale 

9, Cost & Ease of 
getting ration 
Card; • 

10. Location & behaviour of 

ppa 

11. Adeejuacy of profit 

tn 0,1.' QXix 3 # 

12. Adsgjacy & regularity 
of allotment; 

13. Public# private or 
Co-operative trani^ort 
of stocks to PPS. 

14. Transport charges, 
zoning for the 
purpose. 


Di strict 1. Delivery to FPS of assured, 
& Local guality and cjiantity. 
Acrencies . , , , 

2, Proper 


5. Ensuring regularity 
in lifting of str^cks 
by FPS for round the 
year availability; 


3. CJost & case ef betting 

4, Variation in state govt, 
dectermined scales. 



6, Need for reserve 
stocks; Rate of State 
deliveries to FPS. 

7. Govt, monitoring of 
stocking & sales per 
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II. Issue of Ration Cards (To Whom and 

HoW)' Fb7m'al Exclusion fro m bhe PDS ■ , 

The first major decision in the organisational 
administrative set-up of PDS is the issue of ration 
cards (a document which certifies the number of 
persons entitled to PDS supplies, states the ration- 
scales, periodicity etc. of PDS supplies and carries 
the record of the actual purchases of these supplies) - 
whether by individuals or by families. This also 
involves a decision about whom to grant access to tha 
PDS, on what terms and conditions, and to what extent. 
Thus concerning the issue of ration cards, two questions 
are important, (a) to whom should a ration card be 
issued? (b) how is the card, to be issued? 

Different states ha,ve adopted their own 
specific administrative procedure for issuing ration 
cards. Some states issue ration cards to every 
family, \Arhile in others only the urban population is,, 
given ration cards*, some states' issue the same kind 
of ration csrds to every family vrhlle certain other 
states issue different kinds of ration nerds to 
different groups of tie population. For example, 
in fiinjab, the weaker sections, of society were given 
yellow ration card on the basis of a survey of 
people below the poverty line, while, others are 




given white ration cards, ■Similarly, in Andhra 
Pradesh, the weaker sections with raonthly income 
of less than Es,600/“ per month are given green 
ration cards for lower priced rice, supply,. In, 
Gujarat, people earning an income of Ps.SOO/-* p.m, 
and above certain other categories of people ore 
not given cereal ration cards. In Kerala self- 
sufficient farmers are excluded from cereal ration, 
while partial producers are given cereals for a 
limited period, during the year,. 

The process of making an applicaticn .for the 
ration card, the process of verification., the time 
taken for issuing the ration card, the conditions 
which have to be satisfied for the issue of ration 
card and the procedure for recommendation or 
verif iccition, and the practice of ch-arging a certain 
fee for the r ait icn card differ among states. In 
certain states, like Rajasthan, the Panchayat 
Samities and Gram Panchayats issue ration cards 
in rural area. ¥e come across in which the issue 
of ration card is made conditioned to the payment 
of educational cess and other taxes to the Panchaj^at. 

Generayy, one has t-o make an application by 
filling in a form and then a. Eood Inspector visits 





the household for verification aJTxd after some time, 
the applicant has to go to the Civil Supplies Office 
for collecting the ration- card. This generally 
Involves three visits to Civil Supplies Office. 

Not only does this take a lot of time, hut must 
often poor people find' it very difficult to obtain 
the rotion card. At times, their ration cord gets 
issued to someone else by various kinds of mani- 
pulation or simple administrative lapses. In states 
with rather irregular supply of FDS goods, some 
people do not find it worthwhile to pay the fee/ 
taxes and spend time for obtaining a ref ion card. 

If Issuing of ration card can be considered the 
gateway for obtaining access to the PDS suppiy> one 
can say that the gateway is not easily aceessable 
to the poor people living in rural areas and away 
from administrative headquarter s of the Food and 
Civil Supplies Department. So also in the case with 
people in urban areas who live either In slums or 
these who are teraporory migrant workers. 

In some states, all the members of a fajnily 
are not included in the ration cards. Informal 
instructions are given for restricting the number 
of family members particularly in rural areas. 

¥e came across cases fn. which some families failed 
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to get the entire family enlisted, while some 
influential persons had fo.lse entries made on 
their cards. In states, where some differentiation 
is made either on the basis we have described above 
or in certain places like in Goa and Kerala on the 
basis of being self-sufficient or surplus farmers, 
we find that generally speaking only a small fraction 
of population is formally excluded from access to 
PDS. Probably, the highest exclusion is in Gujarat 
where about 12.5^ people are excluded on the basis 
of either income or size of landholding or level 
of sales turn-over for dealers registered with 
Sales fax Department, The excluded peopleware 
denied cereal rations only. 

In the state of West Bengal there are two 
patterns of rationing namely, statutory and 
modified. While statutory rationing is operative 
in Calcutta, Durgapur and Assansol, the rest of 
the state is covered by modified rationing. In 
the statutory rationing areas, everybody is given 
a ration card and is entitled to obtain a uniform 
scale of ration supplies of cereals. For sugar 
and edible oil there is informal rationing in 
statutory rationing areas as in the rest of the 
country. In the statutory rationing area. 
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everyone, is entitled to an individual- card. This 
enahiss’ people to stagger'' their purchase’s ' according 
to the availability of case at different points of 
time during a week. In the modified rationing 
areas the State Civil Supplies Authorities are 
in the process of issuing ration cards to every 
family. In this area ration scales are lower than 
they are in the statutory rationing areas. In the 
modified rationing areas there is a scheme for' 
excluding certain f8,milies from the supplies of 
cereals on the basis of the size of their land- 
holdings, while other families are given differen- 
tiated cereal ration entitlement on the basis of 
landholdings by dividing, them into five catagories. 

In Andhra Pradesh the differentiation between 
gneen -and ^ yellow' ration cards ts. no.t- in, terras.': of 
total exclusion, but o per fates in terms of price 
discrimination. The green ration card holders 
obtain a specified proportion of their entitlement 
at a lower price than the yellow card holders. By 
fixing an upper limit to the entitlement equivalent 
to that applicable to a family with five members, 
larger families entitled to yellow cards are put 
to a relative disadvantageous position. 


A similar principle is applied for rice 
ration entitlements in Tarail Nadu. Use of PDS 
as disincentive for larger families does, not seem 
to be appropriate. However, this stipulation iaay j 
have more to do with the need to keep subsidy and 
rice suppl y r equirements at a low level . In Punjab, 
the poorer sections having yelj-ow cards get subsidised 
supplies of pulses and edible oils. It is learnt 
that Karnataka has also Antroduced a acherae 
similar to the one operating in Andhra Pradesh. As 
unstated differentiation comes about because of 
different commodity coverage by PDS in different 
states, because whenever the commodity coverage is 
very extensive, the consumers are able to spread the 
real cost of baying from FPS over more commodities, 
apart fl:*om getting fixed‘ price, inflation-protected 
supplies of more PDS commodities. 

In the valley region of Jammu & Kashmir PDS 
is being operated with differenciation among three 
groups in terms of ration scale and issue prices. 

In the first group are included urban families whose 
family income R'!.600/- p.m. They are charged what is 
called landed cost price. In the second group are 
included the urban fam'illes, whose incomes are less 
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thai'i Bs, 600 /~ p.m. They are charged lower price 
than the landed cost for the ration supplies. The 
low incoKe families are not charged a lo-y price 
uni form ally for the entire quantity of r.ition 
supplies they are entitled to, but they are charged 
d i f f er en t pr ices for ver iou s qu a;;}. t i t i e s a c cor d in g 
to a scheme of gradation. 

As against different prices charged from 
the urban low in co me and high incomes families, 
in rural areas, -all the families are charged ’landed 
cost price', irrespective of their different economic 
status. In. addition to non- subsidised price, the 
faniilies residing j.n rural aj^eas ?re also given lower 
ration scs,le. In a.ddibion to this formal arriingement, 
there also takes place another iriform.al discrimination 
against the rural families, whereby the entire stren- 
gth of a rural fami-ly is not Included in the rsition 
cards. In tais wfa-y, entitled ration supplv for the 
rural households is reduced. This is a source of 
discrimination wr^ich is somewhat arbitrary and diff- 
erent families come to be treated dif f ereiJ:!-' on the 
basis of their cepacitv to deal with the administra- 
tive machinery. 


The discrimination against rural families, 
particularly the poor families, is carried further 
by making them obtain their PDS supplies of ceres-ls 
and sugar from two different sources* If one takes 
into account the fact tha.t a rural famil^?- has gene- 
rally to travel a longer distance in order to the 
reach the feir price shop and that the supplies of 
PDS's quantities are generally more irre,gular in 
the rural areas, one may conclude that there:.! s a 
manifold discrimination against rural poor in the 
scheme of PDS as it operates in the state. Further 
more there seems to be no justifiable reasons to 
have differences in the ration scales in the Jammu 
and valley regions in the state. 

In the sts.te of Madhya Pradesh, a scheme for 
exclusion of those families whose aionthly income 
exceeds Ks.3000/- is under operation. A card-holder 
falling in this income category is not supplied 
cereals, but is supplied sugar and edible oils. 

On this basis, about 5 per cent of ihe population 
has been excluded f.rom PDS cereals. 1/^hile about 
one crore ration cards are required in the state, 
only 86^ cards have been issued many' tribal areas 
are still not covered. It was also pointed out 
that about 15 per cent of the ration cards may 
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be bogus. Bogus cards may deprive some genuine 
people from obtaining tbe gateway to a'Ccess. In 
Orissa, smaller qU'antitiss of cereals are given 
to 'E' class card-holders who have monthly/ income 
in excess of Rs. 600 /- ea,ch. 

Thus we can see tha,t in terms of ration 
issuing criteria, some states hove introduced a 
certain degree of differentiation in their PDS 
towards different groups of population! The 
states which excluded a certain section of the 
population, although it is only a small fraction 
of the tofeal frora PDS cereals are Gujarat, Madhya 
Pradesh, Goa and West Bengal (in modified rationing 
areas). In Andhra Pradesh, while nobody is excluded 
from PDS some groups of the population , defined on 
the basis of monthljr income stated are , ehar‘ged 
some\i?hat lower prices. Similarly, in Jammu 5- 
Kashmir there is a certain order of discrimination 
between urban and rural population and' the urban 

i 1 1 e s / bet we en h 1 gb and low in come group s . This 
discrimination is in terms of price charged for 
PDS supplies for cereals, though the price differences 
are small. Thus one can say. that, by and large in 
the whole of the country, more or less a universal 
coverage of consumers f or t he , supply of cereals 
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has been given with some minor exceptions. 

The question of how to issue rntion-caris 
is also important #though it may not be as critical 
as was the issue of as to whom to give a ration 
card, and of what type. The procedure for issuing 
ration r-ards generally follows different patterns 
for urban areas and for rural areas. In the urban 
areas, one has to mate an application to the Civil 
Supplies Authorities for obtaining a ration card. 

In the rural areas, ration cards are issued by 
Village Panchayat or Village Patwari or some 
equivalent instituion or -agency. The procedure 
in the urban areas involves some Inherent discrimi- 
nation against the poor, illiterate, homeless slum- 
dwellers and tempor^^ry migrant workers because they 
cannot sablsfy all the formalities and requirements 
like that of a peraifment residential address. Simila- 
rly, those i^ho live at a relatively longer distance 
from the ration cardr.lssuing authorities or those 
who live in inaccessible areas, have to incur a 
relatively greater real monetary cost for applying 
for, and obtaining ration cards. The often cumber- 
some and time consuming process of obtaining inform- 
ation related to the ration card making procedure, 
filling up of a form (which may be charged for and 
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may not be easily available), the tirne 
of travel to the Civil Supplies Office, the weaker 
sections at a relatively disadvantageous position 
vi s«a ~vis better off section, in getting formal 
entitlement. At times it may happen that the real 
and monetary cost of obtaining ration cards may 
exceed the benefits expected from the ration supplies, 
particularly when the ration supplies are irregular 
and inadequate or are sold in too small a quantity 
to be meaningful. So also in the case when the . 
commodities covered not form part of the consumption 
basket of the intended beneficiaries. Thus while 
a small part of the population is excluded consciously 
some people are excluded from access to PDS: supplies 
on the basis of their inability to reach the gateway 
to the PDS i.8., they may not succeed in getting a 
ration card for PDS supplies. 

lAJhile some people miay not obtain ration cards 
or may net succeed in doing so, some people manage 
to obtain ration cards tha.t nay be ca.lled 'bogus 
ration cards'. One fairly common pra.ctice is to 
inflate the number of family members by including 
the names of servants, ben am i s . relations, dogs, 
pets, etc.' At times the naaies of some people are 
included with a. view to prove that the cona^riaed 



person belonged to a particular fa-'nilvj so that 
the issue of succession nay be decided in their 
favour. In many cases people inflate the ration 
units in order to get larger quontities of sugar 
or edible oil, though in some cases the objectives 
of obtaining extra ration supplj’' of FDS may not be 
there. Generally speaking, therewere only a small 
number of cases in uhich the intention in obtaining 
false ration cards ¥s.s to obtain larger quantities 
of PDS supplies. 

Me were told that io many cases the purpose 
of getting bogus ration cards was the desire on the 
part of the FPS dealer to divert PDS supplies. For 
this purpose, the FPS dealer in connivance with the 
functionaries of Civil Supplies Department, get 
bogus ration cards made. Since ration err ds are 
required arsd accepted as a proof of being a bonafide 
resident and citizen and of tenancy and required 
when applying for IPG connect ion, for admission 
to schools, for registration for buying cars and 
scooters, for registration of partnership deeds etc. 
Many persons ’who do not require' ration cards for 
the purpose of PDS .supplies, or already have a ration- 
card but require and obtain another one for some 
extraneous purpose# ..Since, many people tend to 



manipulate evidence of residence, tenancy , citizenship 
etc., and throw their weight around for obtaining 
fictitious ration cards, such non-bonafido cards 
are liable to be misused for diverting PDS supplies 
to unauthorised uses. Dealers in league with 
labour contractors resprt to large scale issue of 
cards to labour which are subsequently 'captured' 
for purposes of large scale diversion as noticed 
in the state mines area of Kangra in H.P. and 
parts of Kerala. 

There have also been cases in which poor 
families mortgage their ration cards for obtaining 
monetary interest loans. In such cases, cheaper 
cereals and/or sugar tend to become a substitute 
for interest payment for various kinds of distress 
borrowings. The purpose of making PDS supplies 
reach the poor may not succeed xvjhen the usufruct 
of a ration is temporarily surrendered. However, 
the ration card stands the poor in good stead in 
so far as it provides a collateral against \-Aiich 
he Can borrow, without having to make interest 
payment in cash. 

Commodity Cover age ; ; • 

The next issue in setting up PDS is the 
question of its commodity, coverage. The utility 
and significance of PDS are greatly dependent on 



the commodities ^-jhich are supplied under it at 
fixed price and in designated quantities. Partly 
on account of the importanite of cereals in the 
consumption basket, and partl y on a ccount of the 
nat iona l fo od policy, ma,1or cereals are covered 
in FDS by all the states , l^rtieat and rice, the main 
cereals produced and consumed in the country are 
supplied everyiiJhere under the PDS. We have seen 
that wheat and rice account for over 95 per cent 
of PDS supplies of cereals and the share of coarse 
grains rarely exceed 5 per cent, generally remaining 
around 1 to 3 per cent. 

With respect to production and consuraption 
pattern of many states, coarse grains like Jowar, 

Ragi, Ba.jra and Millets are fairly significant. It 
is also known that in terms of their nutritional 
value, particularly with respect of calorie content, 
the so-called coarse grains are, infact, superior 
to wheat and rice. Moreover they confirm to the 
local consumption patterns of the people, particularly 
in some parts of Madhya Pratdesh, Maharashtra, 
Karnataka, Gujarat and Rajasthan. 

In addition to the importance of coarse grains 
on the basis of thecfem.and and need factors, another 
reason for their inclusion in the PDS is that 
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production and prices of cereals are also subject 
to fluctuations and inflation like those of wheat 
and rice 

Then an incentive price policy for wheat, rice 
and some coarse .grains is being followed in the 
country with a vievr to popularise the adoption of 
high yielding varieties of seeds. As a result, 
the p)rocurerrient prices or minimum support price 
are announced by the Government for these grains. 
Through procurement operations, the incentive 
price is made available to the growers. In order 
to protect the consumers’ interests, the procured 
grains have to be distributed through PDS at 
subsidised prices. 

The pro -cur ement prices announced for coarse 
grains do not become effective b.s the Food Gorp ora- 
tion of India does not prociire these grains .end 
state governinent do so only negligibly when acute 
distress sale is reported. 

As coarse .--r a ins form a. ra.ther insignificant 
part . of PD.S, .there are no subsidised sales of co.arse 
grains. Thus neither a regular incenbive price 
policy for the grox^rers of coarse grains nor PDS 
supplv of co.arse grains at subsidised prices for 
consumers -are undertaken. , The con smaers of coarse 


grains normally have to depend on the open market 
for meeting bheir needs at markab prices. Thus 
the consumers of coarse grains are not getting any 
regular BDS supplies, nor are they given any subsi- 
dies for the consUijpticn of coarse grains^ 

In fact, the coarse grains are generally 
grown in rain-fed areas and give lower returns. 
Furthermore, there is a strong case for undertaking 
procurement operations at an incentive price in 
order to encourage adoption of imprca^ed farm practice 
by the coarse grain growers.' Thus procurement and 
inclusion of the coiS’se grains under PDS are inter- 
related. If the former policy is not adopted the 
latter policy cannot be realised except in the 
unlikely event of resorting to their imports. 

We had many discussions with state government 
officials concerning the inclusion of coarse grains 
under the PDS. Generally, states like Ha^asthan, 
Madhya Pradesh, Gu.1arat, Maharashtra etc. have 
undertaken a limited amount of procurement of coarse 
grains on their own account. Only in those cases 
when an acute distress sale of coarse grains took 
place, were these grains procured in small quantities 
on a very Irregular basis. Such an irregular and 
small size of pro cirement cannot provide an adequate 
basis for supplying coarse g'ains under the PDS. 
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We came across a situation' in which a state govern- 
ment undertook local purchases of coarse grains anfi 
sold them through PD S channels at subsidised rates. 

Since central subsidies on coarse grains are not 
available, the state govenment who decide to fix 
subsidised prices for coarse g'ains will have to 
foot the bill. In this case the state government 
subsidised the supply of coarse ^grains by means of 
cross subsidisation out of the profits made on the 
distribution of edible oils and sugar.' 

In many states we find that PDS offtake of 
wheat and rice is poor. This may happen because of 
relatively stronger preference of the local population 
for coarse grsiins. This is further supported by 
consideration that compared to PDS issue price of ’ 
wheat and rice market prices of coarse grains may 
rule at a lower level. Thus because of the price 
differences and consumption preferences, people 
prefer coarse grains, which are normall:/ available 
only through either the market or self -provisioning. 

It follows from the preceding discussion thab people 
in minimum coarse grains consuming areas ^^;ould benefit 
from the imclueiou o£ tbssQ -car^als- in th© PBS- supplies* 

In this urban pockets predominently occupied 
by the industrial working class, construction labour 
and workers employed . in ' the . informal sector there -is 



a distinct preference* viiapt flour (Atta) as ; 
compared to wheat. 

The preference for Atta is largely because 
it is convenient to consume- speciall*'" t-y thQ-worKing 
people cannot afford the time and effort of 
cleaning and rallling of the wheat supplied through 
the PDS. There are states where Atta is supplied 
but this has not gained much popularity because the 
Atta which is distrilxited is of a very inferior 
variety khovn as Resultant Fl:ur., Howevor,.. in these 
states such as J & K wiiere v;hole wheat fl'"ur is 
'distributed specially in the urban areas of Jammu 
Ami sum it has had. a significant impact on the 
consumption of the poor and the, offtake pf Atta 
is substantially higher than that of wheat in the 
narrowing regi ris. 

It was also felt after deta.iled discussion with 
officials in the Southern sto.tes that Atta would be 
m.ore accept able than wheat if properly/ standardised 
and packed. ■ Moreover, in predominently rice eating 
areas-lacal nrilling fa-bilitles f.:'r dibecconsumer s 
are generally sparse and so x-g-heat is generally 
::;n;»t;:::;:preferr8di»:-;'::y0o;^ 
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Contrary to the general .notion that \«^aat <is 
is not pc“pular in the southern states, there is 
tremendous sc'-po for introducing -wheat flour (Atta) 
in the urban soreas in s‘;uther,n sta.t8s. M'-reover, 
this may g’O a long x-jay in easing the pressure for 
additional alio cat io.ns oof rice, and oad to a 
signific.ant degree of substitution for rice in the 
consumption of the urban po-or in these regions. 

Apart from cereals,, certain -other commodities 
are also included under PDS. (See statement, 3~A 
shox^ring commodity' coverage in- states). Important 
amorii?; these are sugar.., edible oil, kerosene oil' 
and controlled cloth. In West Bengal and Punjab 
%ic found that_ pulses are als-.i supplied through FPS, 
though these are .n -t rationed commodities. . In 
Punjab the yello-t»r card holders, i .e . , the weaker 
sections, are supplied pulses at a subsidised rate. 

West Bengal Government buys pulses fr-::'_rri othffr st.ates in 
order to feed its PDS channels.' Pulses are commodities 
which are gener.ally in short suppl:--' and thus are 
experiencing rapid increase. -in prices (See Table 3.1). 
Pulses are also the main source, o.f ^vegitable proteins 

•which one can give- for including .any commodity under the 

' 'X * 
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supplies of pulses by way of isports are hardly 
avsiiable. One finds that edible oils .which are 

■ s i mil srly subject to shortages and rising prices 
• are regulsrly imported on a ^significant scale and, 

apart from being supplied to vena spati manuf acturer s, 
"are also sold through tho PDS channels* thci, cesc of 

■ pulses, however, tho PDS can ba ritiado only by 

•means of internal procurement . , Some state .gp-venment 
off icials' maintain that since their stpt©. is, ; surplus 

• -in- pulses, ' the Oentr a.!” Qevennment does , .not allo.iv 
them to impose levy on pulses , and hence the state- 
: govenment is not in a position to make, pulses avail- 
able through PDS. 

■ Sugar is the -most universal and most regularly 
supplied PDS commodity. This is also the commodity - 
sold, throughout the country at a uniform PDS price. 

In many states cereal offtake and liftin.g of cereals 
by the FPS. dealers are very lo-w. Multipurpose co- 
operative FPS are generally dominated by relatively 
larger farmers who are not very interested in lifting 
,. :■ the stock of cereals as- a part of -ftieir FPS operations. 
But they., too show much greater interest in obtaising 
. and possibly distributij.ig sugar, 'True, there are some 
.problems regarding -th«- machanism* 

But. in many statds, FPS'are mormally known as 'sugar 


Apart from confirming to the demand pattern 
of the people, question of commodity coverage is 
im^portant from some other pointa of view as well. 

In order to be abl.e to protect the purchasing pow\ er 
of the money- income of people with sticky incomes, 
the commodity covera e has to be such that it 
accounts for a reasonably decent part of the consump- 
tion budget of ihe households. If such goods are 
supplied through 'the PDS o-t fixed prices, the PDS 
will produce a real income effect in the face of 
rising prices. Additionally, the real cost of 
.making purchases from the FPS will be spread thinly 
over man}/ commodities as a result of inclusion of 
fairly good number of commodities under PDS. Another 
reason for supporting the inclusion of some significant 
item.s of consumption under the PDS is that in this 
viaj FPS dealers can be ensured a reasonably sizeable 
turn-over, which is essential for the viability ef 
FPS. . VJith respect to ma-'V commodities, arrangement 
of supply to the consumers through PDS channels , 
generates some additional benefits in the form of 
systematic supply management, particularly of the 
commodities which are prone to periodic scarcities 
and erratic behaviour • and/or have to be imported 
in. large quantities, -causing. a significant foreign 
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It appeared on the basis of discussion with 
many stota agencies and on the basis of analysis 
of Various documents and data concerning that 

adequate and systematic attention had not been 
given to the question of com-odit:/ coverage of PDS.' 
There is a certain lack of cifirity regarding the 
criteria for determining whether a commodity has 
to be brought under the PhS umbrella. It is true 
that a centrally-decided basket of commodities 
cannot pro ba,bly meet the specific requirement of 
all the states. A number of local factors have 
to be taken into account.' Additional commodities 
introduced through purchase from private contra.ctors 
often run into problem as the supply is not assured 
and regular. Atterripts should be made to link up 
with other government agencies like the village 
industries corporation and the Khadi organisations, 
and various producers’ corporations. However, the 
general principlevcon be laid down that important 
items of the consumption basket of the relatively 
poor sections of society needing inflation- 
insulated supplies and commodities whose supplies 
are uncertain and are subject to fluctu-tions and 
\diose prices are volatile and commodities which 
are essential for general , consumption but have 
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to bs iiTipcrted at a large foreign exchange 
to the national econoioy, would generally qualify 
for Inclusion under PDS. 

Ration Scales s 

Another important aspect of tho P3S is tlia 
determinstion of ration scales or entitlemcait s 
for every adult and child for the commodities 
supplied through PT)S channels. 4,, laJ^ge number 
of considerations influence the determination 
of thcE-Santitlemont per farritly or per person. Wg 
found that ra,t ion scales -wen for the commodities ' 
which are supplied under the PDS all over the ' - 

countrivos (like xdaisat, rice, ^ugkr, edible ails) 
differ widely among and even within various states ; 
also there are ration scale 'd'if for ences which are 
both iritra as well as inter’ surplus and deficit 
states . ’ ; ' 

It is understandable that the ration scale 
for rice and wheat v/ould differ ' arfiong the states 
on the basis of the fact whether rice or whc-at 
constitute the staple food of the- majority )f the 
people in a particular state. Similarly an informal 
rationing or PDS may not provide ration entitlement' 
equal to thte full denvsnd or need of people, though 
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ought to approximate at least to a commonly dafinad 
l-v;;l o£ n-'^sd. for ratioP’Sci commodlti'Bs* In any 
GasG# novds and dcsnaiid for coreals differ araong 
various gioups of people# 

A decision to fix ration scales vjill have 
to be basod on c rtain assumptions about the 

f 

demand and need conc-ming th’o aver ago oonsunption 
Pattarn in a' particular area# In addition to tho 
considerations operating on the demand side# many 
factors regarding supply# availability# production- 
pattorhs and overall surplus or deficit position 
in the commodities concerned will also oxarcise 
their" influence# it is well known that the deficit 
states place their demands with the Central Govern- 
ment of India for obtaining the PDS supplier.' In such 
states# the size of central allocations# thf-ir 
stability and r gularity tfiljl; exert some important 
influence on the fixation of the PDS scales# in all 
the states# but particularly in the surplus states 
and districts# Size of the procurement effort by 
the state governments is also important in giving 
th am a capacity to fix meaningful ration scales# 

It is essential for the effectivsness of the 
PDS that the ration scales should be adequate and mearaingful and 
roraain stable over a eeasonably long period of time and th 
there should be an assurance that thee fixed entitlarncsnts 
will n-ormally be 



120 


avail a.bl e . In the accompanylrlg Table 3;2» rat ion 
scales for rice, wheat, sugar and edible- oil in 
19 states and union territories are shoi.®. We 
find that lArhile some states fix ra,tion scale at 
a uniform "level for all the people, in some other 
states there ore different ration scales for rural 
and urban lareas and also at times for different 
types of ration cards; The questions need to be 
asked about ration scpAes are s a) the adequacy 
of the scale in terms of the need or demand 
for the commodity in question (b) Is there any 
rational objective basis for inter-state and rural 
urban differences of ration scales for the PDS 
commodities. At operational level it, is also 
important to see whether the approved, ration 
sca,les are in fact being supplied to or ore availed 
of by the card-holding population. 

The- ration scales;^ prevelenf in various 

-X"' ' 

states may be expected' to differ from each other 
depending on whether the states are 'surplus’ 03? 
’deficit’ in cereals. In the surplus _ states, 
market prices may be expected 'bo be lower than 
they are . in dsficit states. The availability 
conditions are also expected to easy in surplus 
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or 'deficit' on the bo.sis of comparing their 
avera.ge production for five- years xvith the total 
requirements of cereals based, on a norm of require- 
ments per person per day. 

V.[3 find tliCit the specified rice scale in 
surplus states rmge from 5 kg. in Tripura and 
Orissa to 13 and 16 Kg. in Punjab anci Uttar Pradesh 
respectively ( Table 3.2 ). The average for these 
9 states comes to 9.4 kg. of cereals per adult per 
month. In contrast, the ration seals for cereals 
in the deficit states ranges from 4 kg. per adult 
per month in the modified rationing -areas cf 
West Bengal and 6 kg.' per adult par month in 
Kerala to 20 kg , in Delhi and 14 kg,, for Tamil 
il-vidu. The average for these ll states , comes to 
9.8 kg. However, if we exclude ’Delhi from the 
calculation, the average for' the deficit states 
comes to 8.8 kg. Similarly, from the' surplus 
states If we exclude the highest scale (which 
Is found to obtain in Uttar Pradesh at' 16 kg. 
per. month) the average for the remaining eight 
states become 8.6 kg. only. 

The comparison o.f ration scales of cereals 
which combine together the scales for wheat and 
rice are some-wbat misleading in. view of irong 



regional proferencss for either wheat or rice. 
Among surplus %vheat -eating states, we find that 
highest ration scale is in F'»'u:\iab a.t 12 kg. 
followed by Ti:aryano with 10 kg. and Himachal 
pr adesh and Uttar pra'':'*3sh at 5 kg. followed by 
Harnataka at 4 kg, Similarly 'among the surplus 
states having Tyaeat as their staple diet, we 
find that Madhya Pradesh with 8 kg. and Delhi 
gv-jith 15 kg. Ihre the highest. The r-^tion scale 
in Tamil Kadu becom.es soraex^rhat artificallj^ lor:',e 
be c au s e o f th e f ac t th at ou t q f . 14 kg . p er- adu It 
per iTE'nth, 10 kg. consist of wheat w^hich oL early : 
appears grossly in excess of consumer preference 


^.Eong rice-sating states the highost i'ntitlatn,ent 
of ?-■ kg. of rice per adult per month h is been , 
given in the statutory r.ationing areas of West 
Bengal and informal rationing state of Bih; 3 r, 
followed by 5 kg. in Delhi, (though for rlco- 
eating in Delhi the scale is much higher), Tamil 
N.a,du snd A s^ami entitle th sir consumers te 4 kg. 
of rice rGSpectiyely and Kerala ond Gujarat 
3 kg. Gach. It might be noted that the over all 
cereal entitlement of 12 kg. per adult por month 
in West Bengal is bsrely equal to the nnrrr. level 
while higher than. norm level has been granted in 




Informal rationing area of Delhi* 

It may be recalled that in some of tlae states 
where the avera-ge annual offtake of cereals was 
a respectable figure like in Kerala and West Bengal, 
indicating a relatively better functioning of the 
PDS, we find that the ration scale is low. Similarly 
in states like Tamil Nadu we ho.ve an effective net- 
work of .departmental and. co-operative FPS, but r a. t ion 
scales are low. On the other hand, in some of the 
states where ration scale arerrespectable like in 
Uttar Pradesh, Madhya Pradesh, Punjab and Haryana, 
in spite of decent ration scales, per capita annual 
offtake is rather low. . 

Thus we find that the ration scales are not 
significant by themselves. If ration scale is 
decent i.e. at least close to the norm level of 
consumption, alongwith two further conditions i.e. 
first, overall quantities made available for 
distribution in the sta.tes are com.o-’.ensurate with the 
ration scale and population, and second the delivery 
system of the PDS Is effective, the ration scales 
become meaningful. In the absence of these two . 
conditions (sufficient availability of cereals and 
eff ective.dslivery system), providing a fair degree 
;Q:if §dcs ss’##lthe:^ : peQple'):g:;b^ 
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count for much and may, if effect, become the means 
for rendering the PDS ineffective* This is because 
in the basis of larger entitlement per person the 
limited total quantities made available to the FPS 
dealer can be diverted to unauthorised buyers. 
Periodicity of Purchases ; 

■ PDS is not only a system of pre -determined, 
fixed price, fixed quantity supply of some select 
essential goods°, it is also a system with a certain 
fixed periodicity of purchases. The PDS perm-its 
only a fixed periodicity of pur chases. One can 
buy on one’s ration card a given amount of PDS 
goods at a fixed price from a pre-deternitned source 
of supply at an interval of given periodicity, it 
means the frequency of purchases and the size of 
each purchases from PDS are determined by a set of 
rules and regulations. These rules impose certain 
restrictions on the consumers, though it is also 
essential to fix the periodicity of purchases in 
order to plan supplies from, the supplying agency down 
to FPS. We learn thf^t except in West Bengal, Kerala, 
Tripura which permitted weekly purchases and Delhi 
which permitted fortnightly purchases, in all the 
retaaining states a system of monthly purchases from 
FPS has been introduced*-. In some states authorities 



informed uz that they hax^e is s'!' ad instructions 
allowing fortnightl'^.' sales, but both the FPS and 
families ha.ve indicated that in practice only monthly 
purchases are permitted. Most often Informal instruc 
tions are given to FPS dealers who do not abide by 
them and the provision of such discretionary powers 
to the dealers are used against some selected 
customers. 

In West Bengal and Kerala, the consumers are 
able to buy PBS supplies more than once a week. 

In West Bengal, as we have seen earlier, ration 
cards are issued in the names of individual 
separately. The individual cards enable family 
to buy more than once in a week, by presenting 
individual cards in a combination according to 
availability of money, storage facility and needs. 

In Kerala shop-keepers generally supplied PDS 
supplies to the card holders more than once too. 

But there was no formal instructions given bo this 
effect by the State Government,. 

Most states have gone in for a monthly system 
of periodicity i,.e.. , permitted one purchase every 
month because it simplifies the task of the FPS 
dealers as seen in statement S-B. Xotal number 
of monthly sales operation an FPS dealer has to 



undertake is determined by the number of cards 
attached to each shop. It also helps the consumers 
to the extent that he has to make only one visit 
to the FPS. The system of monthly , supply also 
helps the FPS dealer in so far as .he has to t^a.ke 
delivery of stock from the civil supply authorities 
only once in a month. Since the civil supplies 
wholesale depots making supplies to the FPS are 
distant, a reduction in the number of visits made 
for purposes of replenishment of stocks also helps 
to reduce the cost , of PDS operation to the FPS 
dealer. It is obvious that for the persons who 
are in.;' receipt of monthly salar3r or wages, the 
system of monthly;- supplies from FPS is idealy suited 
as purchases could possibly coincide with receipt 
of income. 

However, generally speaking, it would be 

unrealistic to assume that the majority of intended 

beneficiaries of ^ have a-, regular monthly flow 

of income. The landless agricultural xvurkers, 
tenants, small landholders, several artisans in 
rural and urban areas, workers and self-employed 




persons in the unorganised sector do not get a 
regular income flow. A large number of casual 
workers, farm workers and a large number of small 
paddlers and other urban informal sector workers 
and, several self-employed persons are among those 
whose income flows are irregular, uncrertain and 
have a changing periodicity. The large number of 
unemployed persons or families with relatively" 
higher .incidence of unemployment also obtain low 
and irregular incomes. The same is true for the 
construction sector , worker s and loaders/unloader s 
employed in the transport sector. It can be easily 
perceived that these people will generally find it 
difficult to acquire adequate purchasing powrer for 
buying their monthly requirements of cereals in 
one instalment . Given the income level, housing 
si tuation and availability, of utensils for storage 
of monthly cereal requirements, it is difficult 
to Imagine that a large number of intended bene- 
ficiaries of the PDS would be in a position to 
buy their monthly cereal requirements for the 
whole moAth in one single instalment. 




The assumption of monthly purchases also 
assumes a steady consumption pettern, i.e. people 
consume certain fixed kinds of cereals and food 
in certain fixed quantities. Given the level of 
poverty, uncertain duration of unemployment and 
job availability and fluctuating prices, for most 
people the decision to consume a certain quantity 
of certain kinds of food is a decision which, is 
made almost every day according to the circumstances 
of the moment. T?he fact that a consumer would have 
to visit the FPS more frequently owing to weekly 
purchases system may matter only to a small minority 
and only marginally. 

Our discussions with state agencies dealing 
with PDS, consumers end FPS dealers tended to 
indicate that the need to match the periodicity 
of permitted purchases from PDS with the pattern 
of availability of purchasing power (quantity, 
replenishment and steadiness) in the hands of . 
the general run of intended beneficiaries did not 
receive much attention. The significance of any 
decision in this matter as a factor influencing 
the choice of PDS beneficiaries or for determining 
access to th« t-DS di-a to bav«. e-ttmctad 

adequate attention.. What •seemed to have mattered 



in practice x-rere the convenience government 
officials, wtiolesale supply agencies, the FPS 
dealers and consumers getting a steady monthly 
salary, , 

Monthly periodicity of purchases permitted 
under the PDS in the ma.iority of, states appears 
to be inconvenient leading to a denial of access 
to the PDS to a large number of pep- pie with low, 
irregular and uncertain income. The long period 
single purchases arrangement is also liable to be 
misused by unscrupulous FPS dealers in order to 
deprive the 'cardholders of cheaper PDS supplies. 
Simply by choosing to lift PDS supplies from the 
public agencies irregularly and towards the very 
end of the month, the FPS dealer can succeed in 
driving away a good number of consumers. Consumers 
who repeatedly find the FPS without stocks may 
have to go to the open, uncontrolled mar-ket for 
meeting their needs* Lifting stocks after many 
cardholders have moved oxyer to the non-PDS sources, 
the FPS dealer is left with low-priced stocks for 
unauthorised sale at a certain premium. Stock 
replenishment towards the end of permitted perio- 
dicity creates excessive rush at the FPS, partic- 
ularly in view of the rule which makes for lapsing 
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of the entitlement for the month in question if 
purchases are not made within the remaining time 
of the month. The inconvenience tlius cause, as 
well. as the uncertainty about the availability 
of adequate cash go to reduce offtake by bonafide 
consumers. 

It is difficult of hazard a guess regarding 
the pro portion of official offtake figures which 
is sold by the FPS dealers to non-boiiafide persons 
at a premium. Large size of the stocks with the 
FPS on the basis of monthl37' quota may also help 
diversion of the S'DS -stocks to -bia^rs. 

The shorter periodicity of issue is important in 
terms of reducing the financial requirements of 
FES operations by increasing turnover of funds. 

For instance, finances required for a weekly 
issue period would reduce the requirements of 
funds to l/4th or l/''5th the funds required for 
monthly issues and the amount required for a XAreek 
would be turned over 4 to 5 times a month. .This 
becomes %n Important measure for achieving- 
proper viability of th>a Eijs acstivitiesB!;*.: What can bo 

said with 3 fair degree. of reasonableness ■ i s 
that the organisational and administrative arrange- 
ments (e.g.'in the. form of determining the permitted 


131 


'W 

periodicity '''f purchase from the FPS) for the PDS 
leave enough scope. for denying access to PDS to 
those who would have every reason to avail of it. 

These difficulties are further increased on 
account of the prevision in most of the states that 
a consumer has to buy all the PDS commodities (like 
wheat, maida, suji, rice, sugar, etc.) at the same 
time, at times irrespective of tie fact whether only 
some commodities are in 'Stock at a given moment of 
time. The denial of the option to. partition and 
stagger purchases, fr.om..PDS.,-is. iiot only an inconvenience 
costing time, money. and strain but may, in effect, 
reduce the popularitv of the FPS and enable the FPS 
dealer to divert supplies to ’black' markets. 

The questions of periodicity, lapsing of entitlement 
and lumiping together o f pur c hases of all PDS com mo~ 
dities > therefore, are no mere routine, a.dministr - 
atlve matters. They hpve a clearly identifiable 
hand in the granting or denial of the extent of 
access to 

of society-., ■ ; 

PDS Issue Prices . .. 

From the point of the c onsumers wishing to 
avail of the PDS supplies, t.he question of the 
difference between open market price and tho PDS 
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price is of crucial significance. As seen earlier, 
the central issue price is related to the support 
price announced by the central Government. The 
determination of support price is a complicated 
task and is influenced by many considerations 
relating to national food policy. Following from 
the ^central issue price are fixed the ex-godown 
prices for making supplies to the state governments. 
This includes transport and administrative over- 
heads incurred bj'’ 'the Food Corporation of India. 

On the basi s of the ' ex-godown pri ce and taking . 
into account transport, handling, storage, and 
Interest charges and the margins given to FPS 
dealers, the issue prices to consumers are fixed. 

In the accompanying table- 3.3 and 3.4 the 
state level retail issue prices for yjheat ard rice 
are shown. We find that the difference between the 
central Is sue price and state retail Issue price, 
vaxigg quite substantially various states. 

For instance, for conmion rice the difference between 
central issue price and retail issue price per 
quintal ranges from Ib.2 for Karnataka, Rs.7 for Tamil 
Nadu, Bs.l2 for Himachal Pradesh, Rs.l7 for Maharashtra, 
Es.33 for Delhi, Rs.32 for Orissa, R';.29 for Gujarat, 
to E'^.26 for Madhya. Pradesh and West Bengal and 



between 22 to 24- for Uttar Pradesh, Tripura, Haryana 
Bihar, Assam and Andhra Pradesh. In percentage terms 
and ranges of the difference between central and 
state issue prices for common rice is from 1.06 
p err cent ''to 1 17 per ' cant, with rnajority of the states 
having a difference in the range of 10 to 16 per 
cent. The price differences for fine and 'super 
fine varieties of rice become as high as Rs.50 to 
60 per quintal and generally for majority of states 
are over Rs.20 per quintal. In per centage terms 
the difference between central and state issue prices 
per quintal are as high as 26 to 28 per cent and 
generally in excess of over 10 per cent. 

Similar is the case for central and state 
issue price differences for v/heat. In some states 
like Rajasthan, the price difference per quintal is 
only Rs.3 but is .as high as R?. 28 for Assam and Punjab. 
Wiile for Assam there could be some ju^etification 
because of heavy transport cost Involved owing to , 
distance from, wheat-growing areas, the same consi- 
dero.tion could not be applicable for Punjab. For 
states like West Bengal, Karnataka, Haryana, 

Gujarat, Uttar Pradesh, Madhya Pradesh, Kerala, 
Himachal Pradesh, Bihar ajid Tripura, the price 
differences for wheat ranges between Rs. -18 to 



B?.25 per quintal. In per“centage terms / one finds 
that the price differences per quintal ere generally 
in excess of 10 per cent and as high as 14 to 16 
per cent in some cpses. 

Different cost elements are added to support/ 
procurement price in order to arrive . nt ^x^godown 
price for deliveries to the stats governments. On 
account of central subsidy, the actual price charged 
from the states is brought down. The determination 
of ex-godoi/im price is basically the functions of 
Food Corporation of India's operations and their 
cost.. Given the ex-godown prices, the fixation 
of state issue-price is dependent on transport, 
handling, storage and .arrangements for delivery 
of supplies to FPS by the state agencies. 

Discussions with state agencies and perusal 
of their documents revealed various kinds of cost 
element 8,nd their quantitative significance in 
order to arrive at consumer issue price (See state- 
ment 3-C for some states). Interest charges for 
8, period upto one month were added. Ha.ndling 
charges were paid at 2 or 3 points. Storage losses 
were also fairly big. Nirashrit tax,- and some other 
tax have also been imposed .on the PDS supplies, 



comprising of' subsidised goods, ^ae price paid by 
the PDS consumers also includes the cost of .trans- 
portation to FPS and the profit margin given to FPS 
dealer. One wonders if t he considerations of keeping 
the PDS prices low by cost mini .ri sation, elimination 
of unnecessary intermediaries, non-imposition of taxes 
on the i?l>S goods# reduction of stockiog period and. supply 

of the PDS goods from the nearest surplus areas have 
been taken into account. Wide and varying price 
differences between central and state issue prices 
indicate that these consider. at ions may not have been 
subjected to decision making based on clear-cut guide- 
lines. The subsidy on the PDS cereals meant for the 
consumers may, if effect, have to cover excessive 
handling and distribution costs incurred by many a 
state trading agency. 

As a result of these additions to central issue 
prices and fluctuations in open market retail prices, 
in some states, over certain periods of time, one 
finds that PDS issue price comes on par with or even 
exceeds open market price, ( see statement 3.4) . 

Given better and wider quality choice and purchases 
according to one’s requirements, even when the PDS 
prices ere marginally lower than open market prices, 
the consumers may turn away from' the PDS. 
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The existence of the PDS as a constant supply 
arrangement in order to protect the purchasing 
power in the bonds of poorer consumers in the frame- 
work of a national inceatiim priaa poiiay 
for the growers of cereals requires that a certain 
minirn.ura price difference between the PT)S and open 
raarket prices be ma-intained. This requires that 
the’ support procurement price should in reality 
become the rriinimum market price for the fair aver age 
qua,lit^^ of cereals and that minimum additions should 
be permitted to the, central issue price. This is , 
an important policy issue which has clear implica- 
tions for the organisational and administrative 
aspects of PDS frooi the points of reducing costs 
of handling and ^cr ce-CKdlnation v;ith other States 
agencies and departments in order e.g. to ax^oid 
taxing PDS supplies imeant for the poor. 

Quality of PDS supplied Cereals 

The users of the PDS often complain o..b:ut 
the poor quality of the cereals^ and at times, 
of sugar, supplied by the FPS,. Ab times and In 
oertsin areas, the criticism of the quality of the 
PDS supplied commodities is very strident. However, 
It appears that the reasons for poor quality are 
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For onetaing, the maero level design of the 
PDS policy which maVes chs PDS a couioonent of a 
dual market and its, relatively small size has some 
identifiable consequences for the quality of wheat, 
rice 6tc„ procured by the public agencies for supply 
through the ?DS chaiinsls. Uniform procurement p.rices 
for fair average quality of grains arc announced and 
no premium is paid for superior qualities. It is 
quite natural that the open market bulk. buyers entice 
away the superior qualities while the public procu- 
rement agencies au'd.up buying the pjorer grades. 

Not infrequently the procured grains further deteri- 
orate owing to poor ¥a.rehousihg. Thus it is to be 
expected that the PDS supplies relatively lower 
grades of poor quality' com pat ad to the private, 
uncontrolled market which, is able to obtain relati- 
vely better qualities. 

The inhGre.nt difficulty of the ?DS to acquire 
control over better qualities, made still more 
difficult by poor storage and ear e. in transit may 
be made worse by the storage and handling conditions 
obtaing at the FPS, To this may be added the 
possibilities of adulteration or substitution of 
government-supplied quantities by other , poor 








qmlity grains. 
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Man;/ private traders, parti’cularly 
at the retail level take up cleaning and grading 
operation. Then thoy tend to minimise the inventory 
holdings which prevent det.rioration of quality 
by prolonged storage. This is now poor offtake from 
the PDS itself works against imyrovod offtake in 
future. Thw state enters retailing under the '-'DS, 
but it does not orssently take up some offthsse 
customer-oriented functions which tend to maintain 
and improve the quality of the goods. s-ld, particu- 
larly by taking advantage of large-scale retailing 
operations undertaken by it. 

As a result. It has come. to be widely believed 
that anyone v/ho can afford to pay the market price 
would buy superior quality supplies from imcoutrolled , 
privat-.: markot Thus quality-conscious better-off 
sections are inclined to opt out of -the. PDS supplies 
of- cereals oh grounds of quality of cereals they 
like to consume. Howover, there is little reason 
itfhy one has -to provide only inferior qualities of 
inflation-insulatvsd supplies of carGals to th-v.: 
relatively worse-off , when bulk-cleaned ,p.ro'perly 
stored, graded and pre-packaged supplies .with' 
guaranteed correct weightm.G.ht can be provided ' under 




the. PDS in order to im'k:e,it serve its objactlx'-es 
better. One of the, objectives of State entry into 
retailing of essential cereals has to be preventing 
deterioration of the :qnality of the cereals produced 
in the country and giving our people wh'-^lesome 
cereals. This quality factor "would not only improve 
offtake from the PDS but also serve its nutritional 
goals as well. It would maan improving the poor 
man's access to cereals, both qualitatively and 
quantitatively. 

Summi ng Up 

We have discussed the question of ration cards 
(ga't^wa-y to access) and conscious exclusion of certain 
groups of people in different states. We h£i.ve seen 
that though forma l exclusion, may be llmltad, there 
a re some other factors wliich may informallyCeithor 
voluntarily or involuntarily) restrict access to 
the ?DS, Among such factors we have discussed the 
following in this chapter, s the commodity coverage, 
pricing, policy and administrative details, regarding 
commodity coverage, ration-scales, quality of PDS 
goods, issue period and Issue' prices. They have 
important bearing on who benefits from PDS and to 
what extent. We have seen that many options are 







It is 
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available rGgarding aach, o£,, these issues, 
decisions concerning them which d^^tomiine the 
eff6ctiye.ness of PDS, i.a who bonefits from it, 

-at- what and. whoso costj,.to what ostent and how nmch 
in conformity with the- express o.r implicit policy 
goals • ' 

A large numbor of arrangements concerning F PS 
also contribute in the same direction (which are 
disc\isscd in next chapter). These factors bearing 
on access to the fDS have- been only to a limit ed 
exten.-*' eonsciously and carefully recognised in 
designing the PP S ope rations. A great deal of 
diversity in those matters among the States appears 
to be the outcome of Inad^quatG realisation of the 
importance of these policy issues which appear to 
tham to be secondly b'.'.causa, they have to be tal-CGn ' 
folloxving basic policy decisions to restrict private 
trade and distribution arrangements by iiialting alter- 
nativG PD'S arrangements and because they appear to 
be routine administrative decslons. . . . 

In addition to this factors listc-d above there 
are another sot of critical factors affective related 
to the Sv-tting up and operation of rofcail outlets. 
Those factors are no less important in determining the 
iioch ss i: 0 :ti)c©hsumpr siip*):- thai:::|:d3py|^:^ 
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Table 3.1 


PRODUCTION, PSK-CAPITA AmilABILITY AND 

" ■ prices' OT FUliEs ' - " 


Years 

production in 
million tonnes 

Per-capita availabi- 
lity 'pet day in ' gr-ms 

V^holesale p. 
. index Ease 
1970-71=100 

1977-78 

11.97 

43.3 

244 

1978-79 

12.18 

45.5 

240 


(+1.75) 

(+5.08) 

(-1-64) 

1979-80 

8.57 . 

. 44.7 

240 


(-29.64) 

(-1.76) , 

(Nil) 

1980-81 

. 10.63 

■ - 30.9. 

341 


(+24,04) 

(30.87) 

(+42.08) 

1981-82 

..11.51 . 

21,2 1 

. ■ 302 


( +8. 28) 

(20.39) 

(-11.44) 

1982-83 

11.86 

39.2 , . . , 

292 


(+3.04) 

(+5.387 

(-3.31) 

1983-84 

■ 12.65 

39.5 

374 


( +6 .66) 

(+0.77.) 

(+28.08) 

Average 

A nnuai 
mte of 
Growth 

+2. 36' 

-0.17 

+8.96 


Note: Percentage change over previous 
shown in brackets. 

Source.: Economic Survey, 1984-85^ 
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ST-ATEMENT: 3- 

-B 


periodicity ot issue 

UNDER 

FDS 

1. Ancahrd PrBdesh 


Monthly 

2.__ Assam ■ ■ ^ ■ .. 

- 

Monthly 

3 "."Bihar ' ■ 


Monthly 

4. Delhi 

- 

Fort nightly 

5 . Gu j ara t 

- 

Monthly 

6 0 Goa 

- 

Monthly 

7. Haryana, 


Monthly 

8. Himachal Pradesh 


Monthly 

9. Jammu & Kashmir 

- 

Monthly 

io .Karnataka - ■ 

- 

Month ly 

11 .Kara la 

- 

Weekly 

l2.i''JadhYa Pradesh 

- 

Monthly . . 

13 .Maharash’tra 

- 

Month ly 

14 .Manipur 

- 

Monthly 

15. Meghalaya 


Monthly 

16...6r issa - • . : 


Monthly 

17. Fun jab 

- 

Month ly 

18.R& ja.sthan 


Monthly 

19 .Tamil Nadu .■ 

- 

.Monthly' 

20. Tripura 


Weekly 

2,l'.U1;tar pradesh 


Monthly 

22. jestBen-gal;;',. ; yy \v: 


weekly. 
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statement ' 3-C 


MADHYA PRADESH RAU & BOLLSD RICE 



central Issue -Rates Incidentals 

C^JGi.'iUuOjn 

203*i J 

Fine Super Wheat 

Pine 

220.00 ~235. 00 172.00 ' 

1. Handling at R/H Transported and 
Unloading at FciGodown 

2.00 

2.00 

2.00 

2.00 

2. storage charges for month 
,(p'.54 paize p.m.) 

0.27 

0.27 

0.27 

0.27 

3 .Storage/Transit loss 1% 

2.08 

2.20 

2.35 

1.72 

4. Transport charges for Internal 

Ro-id Movement 

4.50 

4.50 

4 . 50 

4.50 

5.ECI administrative charges 

2.70 

2.10 

2.70 

2.70 

sub Total 

219.55 

2 31. '67 

246.82 


6. Interest for month @ 12.5%) 

1.15" 

1.21 

1.29 

0.96 

V.H-indling expenses at the time 
of issue. 

0.50 

0.50 

0.50 

0.50 

8. N-Tax - 

0.30 

0.30 

0.30 

0.40 

sub Total 

221.50 

233.68 

248.91 


9. Mandi Tax (i» 1.00 per Rs.loO/- 

rri— .4--*. "1 

2.21 

2.34 

2.49 

1.85 

oU.i3 

223.71 

236^02 

251.40 


10. Sales Tax @ 3% 

6.72 

7.08 

7.55 


EX Pci Dept. Total 

Commission of PP owners 

240,43 

3.00 

243. 10 
3.00 

258.95 

3.00 

186.90 

3.00 

Administrative cbarges 

1.00 

1.00 

1.00 

1.00 

Actual transport charges to 
be fixed by collectors (Approx. ) 
Urban areas 

2.50 

2.50 ’ 

2.50 

2.50 

Round ofi 

0.25 

0.57' 

0.73 

0.77 

Retail issue price 
(par quintal) 

(p^r kg.) 

237.18 

2.37 

250.19 

2.50 

266.18 

2.66 

194.17 

1 .94 


2 . 50 


2:w66 


1 « 94 : 
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JAMMU & KASHMIR 

PRICE FIXATION OF ATTA; (per quintal) 


1. Ex-Godown Fci ' 172.00 

: ; 2. FCI to Store 1.40 

3. Loading at store ‘ • ’ 0.31 

4. Store to Mills ■ 1.40 

5. Unloading at mills 0.31 

6. - Grinding charges 4.55 

“172.97 

7. Bran cost - 6.25 

8. Ex-Mill value (95 kg.) 173.72 

For 100kg. 182.86 

9* Retail Margin Depot 1.50 

10. Mills, to Retail Depot 1.91 

Consumer Issue price 186.27 




JAi Dio & KASHMIR 


PRI'CE FIX ATION FOR RIpS 



Su'Der fine 

coarse 

1. SX-i'cl Godown 

235.00 

213.00 

2. Fci to store 

11.40 

11.40 

3. Unloading et store 

0.31 

0.32 

4. Standardisation - 

0.50 

0.50 

(Replaced as 95kg. b^g) 



5. Carriage Contractor 

1.91 

1.91 

6. Dealers commission 

1.50 

1.50 


240.62 

223.62 

prices at Retail outlet 

245.00 

228.00 
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GOA / mMA H & DIU 

PRICE FICTION FOR WHKAT 

1. Sx~depot ici price per tonne (A) 1720,00 

2. Unlo ding of loodgrains, 2. '20 

3. Transport Expenses 12,17 

4. clearingy. 0.52 

5. Viieigt'lng and loading for issue 2.20 

1737109 

Total' (B) 

6. ^Godovm loss © 5% on (b) 8.60 

7 4 Rent of Godown forone month - 1.20 

8. Establishmentacharge's (i '2.5% on (B) 43.43 

9. Interest on capita' 5,8% on (A) for one month 8.31 

10. Miscellenaous expenses' @.1.50 per tone 1.50 

Total (c) . 1800.22 

11, i4argin for rebate 16.00 

212. Add/substract for rounding up 1.55 

13. Ex-Godown issue rate fvor tonne(D) 1814 67 

14. Profit to FPS @ Rs.3.60% on (D) oo 

15. Retail Price per tonne -ooo 

j.880w00 


Source; Data supplied by v.arious state Government. 






1. Andhra. Pradesh 

2. Assam . 

3. Bihar .. 

4. Gujarat. 

5. Iferyana 


6 . Hima-chal pradesh 


1 . Jammu & Kashmir 


! 


8. Karnataka 
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I 


Sta tement 3-A 







Commcdities Supplied through 
Ealr Fr ire Shops . 


Rice, Wheat, Edible oil, kerosene and ■ 
sugar. 

Rice, atta, sugar, salt, edible oils, 
kerosene, controlled cloth 

Wheat, rice, sugar, kerosene oil, 
edible oils and exercise books. 

Wheat, rice, sugar, edible oils, 
coarse grains 

Wheat, atta, sugar, rice, kerosene oil, 

edible oils and controlled cloth . Ten 

items viz. typres-tubes. Match boxes, 

exerrises books, toilet soaps, pulses, 

tea, washing soap, soda battery cells ' 

and salt are distributed through 

selected fair price shops. ' ' 

Wheat, atta, rice, sugar, rapeseed oil, 
soyabran oil, palm oil, palmoloin, pulses, 
parshad gram, iodised salt, exercised’ books, 
maida, suji, besan, washing soap, toilet 
Soap, washing powder, clothCcontrollbd 
and non-controllec) blankets, shawls, te.a, 
p.v.c .shoes, n® tch boxes, pencils/refills/ 
baXipen/Jte ns /bulbs, torch cells, 
candles, vegetable gh-ee, milk powder > 
cement, (both levy and non- levy) Kerosene 
oil, LPG, cattle feed, typres /tubes/ 
typewriters ^confiscated goods. 

Rice, wheat, “atta and sugar*- 

. rice, wheat, suji, maida, 
edible oil, kerosene oil. 
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S»No* Name of State/UT Commodities supplied through 

Fair price Shops 



9. Kerala Rice, wheat-, . sugar, kerosene oil, 

controlled cloth, edible oil 


10 . i-fedbya pradesh wheat, rice, sugar, edible” ollpkerosene ■ oiL, 

controlled cloth, tea, natch boxes, soap, 
■jowur,salt, soda, rawa,maida, beedies 
:<nd exercise books, - , 

11. I%harashtra'''.^^^ Rice, whe=it, jowar, edible oils, 

sugar and kerosene oil. 

12. Manipur Rice, - Sugar , , wheat, edible oils, 

cement,. .,)Gci sheets, iron materials. 

13. Meghalaya Rice, Sugar, Salt, atta/edible oils 

14. Nagaland Sugar, salt, rl'-’e and wh^t products 

li. Orissa Rice, wheat, sugar, kerosene oil, edible oils, 

controlled cloth, cement, pulses, baby food, 
cycle types /tubes, concessional p=per/- 
li exercise books, soaps, cosmotics tea. : . . 

16. Punjab Sugar, wheat, atta, rice, kerosene oil, 

edible oil, wheat, pulses and controlled ; 
cloth 


17. Rajasthan 

Rice,” 

sugar. 

edible 

oils , 

wheat. 

18 . Sikkim 

Rice, 

sugar. 

edible 

oils. 

wheat and kerosene 

19. Tamil Nadu 

Rice, 

wheat. 

ma ida , 

suji. 

sug?ir, kersone 'oil 


edible oils, and controlled cloth. In 
addition, the following items are stocked 
and sold by the fair price shops; salt, 
khus. Pox Pal, Turmeric, cummin seeds, 
mustard, peas papper. 

methi, garlic, palmgur, jaggery, chillies, 

2:. corainder,B back gram Dal, Greongrara Dal, 

*Blockgram Dal G.Gram rroundnut oil, 

; Coconut oil Gangellyoil, Bathingsoap, 

washing soap, invalid foods. Talcum-powder 
■ shaving Blades, Battery cells. Matches, 
Post c^rd (Numbering 39 items) 

2G.jTr:ipu.ra (sugary. Vbice,^:\wheat,:;;;;a:tta^ 

2;i^i(;)Dtta:b;; ;;P:b/desh^(tj::;/(-/>::::(::;viWheat,k:bi^ 


3. NO 


Name of Stata/'XJT 


22. Andaman & Nicobax 
Islands 


23. west Bengal 


24. Arunachal pxadesh 

25. Chandigarh 


26. Da dr a & Nagar Haveli 

27. Delhi a' 

2n . Goa , Daman & Diu . 

29. La ks h a dweep 




30. Mizoram 

31. Pondicherry 
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Commodities supplied thr.jugh 
Fair price Shops 

- 4 . 

Rice, vjhsat, salt, suji, controlled 
cloth/: edible oils, kerosene, matches, 
soap, exercise books, spices, tea, chi- 
lleS, varji spati ghee, butter, dry . cells, 
paper, rnaida, onion, potato, pulses 
and coffee. 

Rice, wheat, sugar pulses, suj.i, 
controlled j. ante cloth, edible oils. 
Kerosene oils, toilet soap, laundry soap, 
soft coke, matbh boxes, exercise books, 
candle sticks, spices. 

Rice, wheat, sugar, kerosene oil, 
salt, controlled cloth. 

■^ugar, rice, 3 ttac , imported edible o.ils 
■and being distributed through consumer 
cooperatives 

Sugar, wheat, rice, edible oils 

Wheat, resul tant, atta, rnaida, suji, 
sugar, rice and edible oils 

Rice, wheat, su.gar,, edible ';iils ind cont- 
rolled cloth.' 

Rice, kerosene , sugar , cement, control led 
cloth --nd wheat products 

Rice, sugar, v^h eat , edible oils, 
kerosene; oiL/^^^^ 

Rice, wheat, rnaida, suji, edible oils , 
and kerosene oil, sugar. 
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GIIAFTBR l Y 


Ami NI STRATI VE MD OPS RAT IOJJAL 
ASPECTS OF PDSs ISSUES RELATEt5 
TO EPS 

, As wa’ saw in chapiar IIIj access to the PDS .faeilities 
depends on a variety of factors, among which organisation, 
performance and? viability of Fciir Price Shops (the r-etail 
supply outlets) ai'e of crucial, si gnificnnca. The present 
chapter is .devoted to those issu s concerning EPS in 
different states of the country. In Prrt wo begin 
by discussiiig the distribution network, i.e. , the number 
of EPS and their size, followed in the next part by an 
examination of the question of, their location. Part III ■ 
discuses various aspects of choice of EPS licensee. 

On this basis wo proceed to analyse in part IV the arrang'o- 
mtants for supplying stocks of PDS commodi tie's to EPS as 
it has a bearing on cost .and r .'gularisiy of supply. Part 
V deals with decisions r garding the profit cirargins or 
commission given to Tys dealers for thoir work. In the 
ncxb part, vr, we discuss the methods of, control ccnd 
regulstion of EPS as ijrocticjd in different stat.:;s. From 
this WG go to some othor issues in part VII connected 
with the effectiveness of EPS as a r^:<tnil outlet. 



For s..rving a largo population spr-oad over ■ ■ 

‘Wioueands of Villages and towns in a farflung doutitiy ■ 

likQ Inai-., a largo niimbor . of Fi'S arc r-'ciuirod. The. 

contra! guidolinos to the states indientod that a two 
jBold criterion was adopted in deciding th- nuiab r of shops? 
onO} 'jc:ch fair price shop should servo about 2000 people 
(that nioans about 400 families), second, no one should 
normally bo oxpact-d to travel more than 5 kilomv.:tor 3 in 
order to roach a FPS, Wtiilo these two criteria appear to 
be ronsonablG, thoro aro some opi:rationnl difficulties 
in increasing the numb,,ir of shops based on those critoria,. 
On-^, so long as tho PDS supplies are not incre.-vsed, opening 
more shops x^ould iroan that thm turoovar per is ■ reduced 

This would w:;ak'on the financir.L returns obtainable from 
FPS, Hov^over, if mor-j cards a.ro .attnehod to a shop, 
particularly, in view of the fact that supplies are 
available only over f,\ few da.ys in oi month, there would bo 
crowing at the r..t.ail outlets loading to dol£iy and incon- 
vonicnc;.. to thu consumers. 
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Such difficulties be come all t ho more n cut o in rural 

areas. It is wall known that in a xiuuibar of villages 

havy a population of under 1000 raad many have population 

of loss than 500. In such cases j one fair price shop in 
a centrally locat-.>d village, may bo a rflnrkyt or a kaat 
turn or largo village, would bo come ossontinl. WhiIo“such 

a shop would involve a good deal of cost and invonvonicncc 
to tho villagers XArho would have to travel to the mar'v;+; 


village for buying their PDS supplies, there are some 
co'onter vailing factors as well. A villager has to travel 
to a central village for many purposes and hence the 
travel involved would not be exclusively for t^iQ PDS purposes* 
Only if the supplies arc rugularly available in the FPS 
and the consumer has an assurance that his trip to a FPS 
village would not bo futile ov/ing to stock-out or non-open- 
ing cf PPS ©-r for other reasons, h-- may probably not grudge 
the trip to a nearby large village for avrdling of the PDS 
supplies. Sitiiilarly, if the cntitlononts of rationed 
commodities are reasonably d-e-.-nt and the commodity coverage 
taxes caro of a good part of his consumption bcoskot, tho 
cost of going to a nearby village may becomo acc-ptablo. 

GiVvn a . X'/ell- functioning and meaningful PDS, the ir-'Ods of 
villagers may be met ■^/jithout necessarily going in for tho 

adoption of the principle of. one village, mo shop. In any, 

case by opening shops in the. Weekly h.aats in those stat-'S 



I 


whero such poriodic hnnts aro hold nn cl served by pcripntotii 
trc.durs, tho network of PD3. retail outlets can bo nndc 
Lior-j effectiva. In ai%:.as with vary poor transport 
facilities and dispoirsod villages j one nay probably have 
to tnink of innovitions like mobile shops, not n-'cassarily 
oh 'notoris ..:! vahiclos. 


Wo cane across many eases in stnt-as xhioro the now 
guidoliri'os .about opening more IT d for stre angthoning PDd 
have bopn nochanically inplon'jntad. This r; ny turn, out 
to bo countor-productivv, as our discussion cone nrning the 
relationship bo tween nunbor of FP'.3 and share in offtake 
for various states indicated in chap tor II. In fact, in’ 
some instanos, the rcquirQiC!';/nt of op jning rioro shops 

o/as met simply by bifurcating im existing shop in n 
legal senso of the torn, without changing the location 
of the shop and with the shop remaining ■'j^ith the sane; 

family. In any case, the cap ha sis on opening more FP3 
a: cy- turn out to be an a-my t‘mpt''’tic)n. It may worsen 
thu viability of FP3 doalors without improving' s 'r’rLco' 
fro frhe cjnsuaers, or should one say frhnt, with wors acne d 
viability, th- sorvico to the consui'a-ors, nay, in fact, 
liit.iriorat'j leading fro /diversion of tli8 PDS supplies to 
non-bonafio- buyers. 
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II 


L-cation of Shops 


liiithin a vil.La.g,'j town or ci cityj wh-^ro exactly is 
a EPS located is a considorati on which nay hav- something 
to do adth granting pr ,.f' rontial acce ss to soric while m--'nying 
or reducing it to otm.rs. Nod t her by itself, nor whilo 
'deciding the issue of lifoS licoincGO, it apx)‘oar''’ to us 
fron our dscussions and field visits, that nny conscious 
considoration ^ris given to. tiis que stion. The choices in 
this r'.;Spuct arc clo.ar 'ind significant. Wnt only from the 
point of view of distance for th‘j consun rs, but also 
from the point of view of th",: cost of c shop to tho 
Eras deal r, a EPS shop locatod in the . rasidQiitial area or 
in a nadiiot pln.cj nakos a cliff ■•jronco fron b.'dh those angles. 
Sii-dlorlj, wajth',:r tho r-'datiV'jly bc-tter off l')calitlos 
in a city or wnotliur sluios :.nd squr;rt: r coloni 's aro able 
to attr.'.ct no re EPS' can .misily influcnco the choice of 
bunoficiari js of PD3. Tlris is uorc p?.\rticularly so in the 
current I'':.a>.rta c'^ntext when th-n tcjtal PDS 3uppli'"s arc 
grossly inad ';quat j in comparison to the quantiti-: s 
r'..quir.d on th-.: basis of th.e nunber of people entitled 
to rhesv supplies and the qu.antui'i of each indi-'Jddual 
jntitlcncnt, hi such a situation oith’.-r on the basis 
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of first- ciL.i-first-sorv^ d bfisis or on tho basis : 


Ji 


OLibjcctivo ‘Jiscrction o-f 




FP3 > alcr or on the basis 


of soGio-'..iConor.iic influonco of tho consuDnjrSj the lirdtool 
F?3 quantity rccually gi-:ts thinly md unevenly shar^rl 
anoiig suoio of th>.i Ir.ryt nui-ibor of ontitled bonoficiarios. 
As wo shall sot tho issuo concorning th>;. location of thn 
shop guts sonotniat roinf )rGu‘: by ttn' choic e .:if Fi?3 lic^'nc^ 
in a .iual narkot in which .thoro o.m' both privat'j d^oil-jrs 
soiling on t hair private account th‘.:rci nrc privat.o 
or co-oporatiVv or <iopartu-.;ntal FI’S soiling on public 
account, . , ^ . 

Ill 


Guorco of FP3 l-nlurg Private^ Coop e rati vos 
and Djoarti'.inn’t--a 


The IDS - Ciiounts to a. liodtcd introduction of state 
trading in ussontial .coLooditios. HoTrovc it is not 

fulfl'.. dg-.d state: trading; t^hilc tho prices and the 

quantities to bo sold aro fix-a-I by the govornnent and are 

procured by public agoncios, tho r-dadl outlets nr*" not 

ncc.ssr.rily state agoncios. C..op'-rati vos as w 11 as 

privat-i'. trad'Ors liaV'/ boon ‘onlistod as Fi’S do <al‘..;rs. 
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of tla;. iiiportant acUiinl strati vc arrangiin' nts raquirod 
for ?DS is that of licensing an agency for acting as a 
rosjciil OLiSiou, In soi-io of the statosj th’':re opor-'tos g 
civil supplies corporation.- Tha corpora tloiij guno rally, 
acts as a wholosal-y aistribution ag-ancy to th-: Kv6, 
taough in sooo Ccisos, th-;y also run a. f‘:\f retail outlot-s. 

In sou-, districts of f...oil Nadu and in the vaii-y region 
of Jasnu and Knshulr, th'l.rotyil outlets are d( partuantal 
shops own-d -n-1 aanag-cd by tho civil supplies dap artri ant 
or corp oration. In oth.r states, both private ifidivlducals 
.nd cooporativos hav-o boon authorisod to run fair price- 
shop . ■ • . 

As far as Gooporativos aro conccni'/dj it is only 
rarely, if at all, that an oxclusiv-.dy consiuior cooperative 
runs tho FfS, Generally, it is largo nulti-purposo 
c30p,rativo sociotios which run FPS as ono of thoir uany 


G.ctiviti-s. In foct, in many states it is a 


V'. 


of 


Govonriiiont poli'^y to bring ab-out incr-::,a53ing cooporati- 
visation of Fxd3. Thu Goopor',itiv.-s aro norc populoir 
in th-;.: rural ar-.oas, though son-:. consu;:i--r c-io'p- rativ- . 
soci^■.:tios also ope-rato in citi'>;s cond towns, generally 
running uorc than one FP3, In fact, nany ■ cooporativos 
run uorj than ono FP3, In aany status like M--a’.hya rro.,d'-;sh 
: thy; :prQpo.rtion:.of -coophrad:lyo::^-FI':3v:-has>:incr.§:a:sy'y 
consid-orably. Tnblo 4.1 for tho proportion of 

::y:cbpFuf;atl:yP:Saln;;;;3:bia;a-;,stgbyb).::isy; 
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Our visits sLiowgd that cooyjrativo Fi^3 do 

not nocossarllj f'anction b.jtt' r than prlvat-' Fx’ 3 in eny 
riarkod nam.^r, Triis is correct vath rospoct to lifting of 
the i. ■ iy, J stoicks fron whol-jsalo agnnci'-S, naintannncc? of books 
and accounts, regular opening of shops etc. Gonplaints 
vr...ro also widesproad rcg'.rding un'i-.lpful nttituda towr:rds 
custon .rs an ', d'niial of tfe# pds supply to some eardholders. 
In sonc casns, tij viliaga cooparativas offic-;s or si'.ops 


-f'h 


were not ov.n trnc-:-rDl a. The rianagencnt of t 

cooperatives generally was in t ho hand of the villnga- 
pramkh, Mukhin or son c politicians. The cooporntivas 

tond-ad to give gruator priority to th-; ^listribution of 


input s like f ertili s or s , p 

osticidas a 

nd S':odS 

a.nd 

is 

u-nt ?jf credit asp oci ally 

gold loans. 

Anong 

tliU 

PD 

cooi:ioddLti os, tho coopcraitiv* s iVinc''. 

groatcr 

int-- 

•:r'' 

in sugar than in coroals. 

This nay. 

probably, 

bo 



because the najority of th'j nonbor controlling cooporntivos 
ar-.x doing s-xlf-pro visioning .)f careals. In the cr.sci 
of surplus f a.r::i‘-^rs thoir eoMaarcia.! intaraist niroy clash 
with th’-i soiling of ration;?! cereals through tho' 
co-opor.atlv.'s ■ nd hcnco they am not int>;r->stcd in 
soiling IDS sup^xli- s. Sonu cas-;s wire also .nc.'euntomd 
in which the cooporativg nanagwr clad.i'.i--.'d that nany of 
tho eonsuii -rs w;ry also atmba'rs of the coopera tiv;, , 
th?>ugh tho lat-cor woim. not oven, nwnro of being n<}r.ib'.-;rs. 
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I'D ’•//•s found uha'c oven wiion a C;,rr'Dr.i.ii fi’iounti of 
cc.plt,:! in f ori .1 of finance has been provld;.-..,’ to the 

cjopurrociv-ws by tho ;5ov....rna..:nt f o-r orgo-iisinp- th^ Pi:© ctipplies# 
iju^y iiciv-; noL uispx-orud rogxiirn'' stock— lifting an.V in urny 
casos clivortud ■c'.iesj funds for other puryosos, ikiny co opera- 
tive have, iaowov-iPj not b om able to aronii of the facility 
.)f obtaining fin^ulc^J for th€S PDS purposes. Such societies 

iiavino ine.loOiUat'.-i financial resoiirc-s ''.i.-.opt the practice 

of lifting one corueodity ..at a tii.ic an-'', us- tliv,' sale yroc :ods 
„■! oLiis corrinodity for lifting another coonodlty. It w ■ s '"iso 
seen that those c^msuii r cooperatives which sol:" r.aiiy 

connodities like k-urosone, odiblc .oils, controlled cloth d 
ote, , bosides c,:.r jals rn:l sug.ar, tend' d to sh.ow b -tter 

P . r f ornaiic 0 both xeith resp :;Gt to S':rvico to the consuners 
as oelso in t-„3ie.is of uh'.ir ox-m fina.in ial porfornanco. 


The diepartu ntal shops in I-anil IIad,y se'ti to be- 
off-,:rin.g -ff '^cti V'.d scrvic'j to tho, consui-ers. More or 1 'ss, 
sinilar .apucarod to be tho case in Kashnir vr.ll',:y. In 


K„_shi:iir T,.J,ley, i‘ 


■•d that th.;- cost of th-- p Tsonnol 


ininriing Fid'J forned a -.art of th- j/'-neral budi:-,;',->t .an ' was 
not ad.d'jcl on to 'Gho issuj pric-..; of IDS corooditi' s* In 
Certain cth-r . states, sone ■.lepartr.i’ ntal sh:>j..'S hav boon 
run on an exp -.rirL' n tail basis and, in torus of cost and margins 

awii#bl© .bti- tihiB:- 


i-D3 suppliei.s, were, found to bo viable. 
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In thosj CQS iS wQ'jro th'- cluprirtuontril sh^ps supply r Inrg^; 
nuab-.^r of co.-niolitiivs, liko for uxanplo, tho n'ui-vl 
in Jiu:d Bazi r Cuttack^ tiojir flnn.ncicil pcik’ jrnfinco ooas 
Ajund to bp sati sf -ict or;/. (Thg d^jtailud accounts of this 

shop o/orc r.ionit or.-’d by us f '.r about a yc?ir) 


Thu iarpjst slnplc group of FiOi ar-: run by private 
individuals uho arc aiith oris-od by tiio B-oatc Civil DUpp'li‘'s 
Df./r.rtLicnt t.) supply the IDS coDuoditics at fix'.vl prices 
to the card-iDldcrs Gcording t.;; fixo'-'* c'ntitl-one'nts. 

;3ucu /mthorisati'.ins aro, in sor.r-- states^ giVvui on th-i 
basis of inviting rivli cations. Many state govorn; i-onts 
iioV'j pr.scribcd an application froo and. have specifically 
laid d’.avn criteria on the br.sis^^^ which district auth.o- 
ritics ch.r^s - thcdfDC liecnc'oo-r Mcjiy stats a'>vorn; i- -nts 
haV'.3 lal down ^ cl'-o.r-cut so't of priorities an 1 nuiO 'linos 
r ;aar.ling the; cholco of authoriS'"d KM d'e.al.rs. (Cte; 
sta'GCidv.nt 4-A listing such priorities- for sonc sta.tos). 

Prcf '. r once has gCnrsmll;/ betn givvTi, n-.'xt onl;/. to coop- 
ciativcs, to bcoplc • bPl.nioins' to scli o.dulid casts and 

> *■ • ■ - ■■ ■ ■ p ©f!;" a ■ 

schu':ul.d trib-.jSj uncj:iploy..d p-.rs'Uis, •jx-seirviC'UU'n, 
war->n.dows cindi c^lucat-jd wa*-^Ksplcye<3.s« : Fitein some o f p tiiG 
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.tjrerf-3rr‘ad c-:itQ:jorios ■-dtiiar no cippllcation fao is chorgod 
or loWcP socuritiy deposits is insisfc'..-d upon. Hou-xa-rp 
th'. rotas of profits nargins allow-'d to tho iiconcoos 

, cooperatives are given iiighor 


Uj. o 


th. 


In sono states 


aar gins, will lo o'Gh.rs ,gio;o sonc subsl’-’g/ to cooperatives. 


nowovor, araong the terns 


Thorc nrj pr uhibitions agonist the issue of Ff " 
au'Ghorisati .)n to sLioso: belonging to trending fanili’-'S, 
including those who are d'ealing in th':: sarxe commodities 
as those supplied under 1D3. 
aiid cjiivlitions of l':^ai3rship for I'-DS In sone:' Stat'-s, thoro 
is clear stieuiiesion that •■dther no goo'ls other than the 
i Do goods can be sold by the 'IDS dealer or that thou,,h ho 
can sell eth /r than the PDS comroociities, eh© cannot. deal .in the 
sane coi-inodltios e^s are c jvcrocl by PD-S. 


.. .Conti naed 
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ARRANGEI'IENTS 


FOR SURi'mNC 


:OCKS 


CO VDS AMD REL.iTSD ISSUES 


The n:5t;ivation jf a i^rivatc Fi'%3 dealer or a 
cojporativ-j nay wall be assui'ied to bo to suppl\r tho 
entitled quantiti'-a and earn tiie pcTLiittod and 
upon profit i.iargin. The profit nargin boing fiX'Od, tho 
lower the cost of opsr- ting Fi’Sj the greater would bo the 
n-t gain earned, by any FFS dvalor. All the aspects 
concerning the cost of operating FI’S arc- not under the 
control of the dealer liinistlf . A nunbor of factors 
connocGvd vdth the rules .•uici regulations fix d by the 
d' partnont of civil supply affect the cost incurred by 
'Ghc doal^r. A..iong thosy factors, det ...rr.iino.d by such rules 
laid down by the department of civil supplies, and imposed 
on the 3 dealer as a part of the t-arms and conditions 
under which he is authorised to distribute the PDS CDtnm6.d±tl.es, 
are natters concerning business hours, the procedure for 
issue of receipts to cardholders and maint nanc-,- of books 
of account, tho pv^rlodicity of sale, t,-e method of 
arranging suppli-s from a whol<-;isalc depot to the F S, 
the list, iice, frequency and charg-.-^s for making dyliv<'ry 



caarg'-s arc I’ jfrayKij quality of 
nictho-i of Ilia kin..: .paytu- nt for tnc 
quality of ,;_,'oocIs suiipli id, ate. 


qoofls supplied, the 
stocks given to FI'S, 


The m.^uQol of receiving payment for the stocks 
from tiie Fi 1 dealer, ar-ran.'-era. nt for transporting stocks 
from whole s.alc depot to FxS, whitiu.'r all the cominoditif s 
are suppriod from the same sourc .■ at the sam-- time or 
from different sources at different p.oints of tini’j, ctc| 
are all important consi lnrations aff'.= cting the cost of 
Fi'S operations. It is also important for the dealor 
v/hother he is to doal mth one agency or raany agencies 
for diff vrurit co^iiEiodities and whctiif-r there is a corapulsor 


obligation to regularly lift the stocks and always carry 
the stock of ?D3 commodities end whether the lifting 
behaviour is concurrently luoni torch and correctiy--^ action 
undertaken, ku. fomidthat different kinds of practices 
and rules have been Introduc-ied in this respect, which 
may# in fact, have -in important bearing on the offectl- 
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In many states, the F?S dealer has to taka dslivories 
of his monthly raquiremonts from cither tho wholv'sals depot 
of ' the civil supplies clepartmc-nt or tho ci'vll supply 
corporation or from a clcsijpiiit -u private whol':'salor. has 
so submit returiis of his sales and stocks and, indent the 
required quantities aloagv,rith d'ep)OSitind in .advanc'^ a 
draft towards 1:110 piiymont of the rvquirod quantiti«.:s. 

In soaic causes, coroals ancl sugar aro not avaiiablo 
from thu same dopi||;5 ku'.'osonu: and odiblo oild etc, aro 


generally availrcblc from different sources, diiico, g-norally 
sp..ai-d.nd, therj is not moro than on:; wholesale war'diouso/ 
d'.pot in, one block or tehsil, d,iff oiuunt id S d.- ;alvrs 
have to cover varying 'listancc:s from th . whol^ sal;;, depot. 
While in some stat-es, lumpsum transpoi’t cost is pfdd to 
tiho dealer, in oth.:r states, for diff 'V-nt sl.'^bs or range 


of elstancu, '.liffcr -nt rates of payments ar-' iio 


Under 


this system, if a leaicr has to mauu morj than on.; trip, 
v;ith,;r b.nnus.,’ only part of tnc indented quantity was 
availrdDle or only on.; commodity at that tiru is riVailablc 
or differ. lit commo lities have to b;. obtained from different 
pi.Qce 3 , or because the K S d; alcr does not ha.v-' aUe-'quato 
cash uo bo able to buy the entire gntitl-'m'-nt in one 
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instalm .nt or bocaus-a a':',, soric oth-,:r adiiiinistrativo diffi- 
cultivS, it loads to i. ’.’'jas-jd cost, dolay and haras siriGnt. 

What tho Fi'S vl alor axpa^rioncos at th';', hanis of 
stata ag<3nci':S- may get trrmsmittod, to varying ‘'xt-mts. 


to tac; conoumjrs, 


It the tim-:; of dJliv^-ry of stocks, tho 


F?S dc-Gx..r may have doubts , about both thv; quantity and 
qu-ality of ^he ,:;oo:is suppli-nl to him. To somo exte.'nt , 
thv quality and quantity c'lfici‘.nci<. s may bo b'-cause 
of poor warehousing, long period of inventory holding or 
b.jcause of some admiLnistrati ve iaps--.s. •.Ihat..:vc;r tho 
r-„asons, unless the FlS: loalor is assur ''I of full quantity 
Lind fair quality ho xv'ould have r'\asons to f-cl ctioat d 
• n Vor ij.arassGl. If thO; .stocks arc not of r uniform 
qUtility and. contain various grade s of co.'nmoditi 'as thr 
Fi-3 cloal.jr may havj inducom'U'it to s-'t up a pr'^rsonal 
Equation xsfith tho staff of tho whol salo- d -pot in or "or 
to obtain relatively bott'--r quality stocks particularly 
in those cases in which.. ho Sl'.::s prospects' for div-. rsion 
to unauthorised persons for a prcrniiim. What' vor •■•xtra 
cost is borne by the dealer ■'vTOuld bo tr'/ated by him rs 
a inVvstm- nt on ■^Arhich ho would like to got ’iv -turns* oithc; 
from Ga-’.i bonafid'j or non~bonafido buyers. 
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In soaii stataa, tho 513 Waalers havo formed an 
association .and obtain the stocks colloctiV',;ly through 
their association, Th-y raako payra- nt to the association 
and provide! it mth th- r..:quir :d docunionts. The associat- 
ion lifts the stocks of aiany FaS simulte-ncously and this 
ffljthod of delivery la, -ids to ccononiios in transport cost 


and time. Of course^ th-) -vxponsvs of tho association 
have ao bo 'd':f rayed by its moab'-rs. Ir? some statoSj the 
ci-'ill supply corporations or tho piivato traoisport 
contractors appoint. 1 for the purpose h- v: done rout!,: 
planning v/ita o, vi -w to roduce cost for deli very of 
stocks to FIS laal irs. L.‘''.toly 3 som- stat' S hav^’ 
sc.art- d the pructico of making dvliv-:ri-:s of stocks to tho 
Fi'3 on thtdr own, olimin' tin.g the nc :..i of the dealers to 
-go to the war jhouso for collecting el. liveries. In this 
laannor tho option of the dealer not to lift raiy stocks 
is also iirsit.d. It ;ilso makes for better end gvesi or 
concurrent monitoring of the stock lifting behaviour of 
Fi. ■ 3 d al ■ ;. rs , In. so far as r .gular and assured avallcebllity 
of goods with the Fi.'3 is, an importiint precondition for 
>.ff cctlv en.-ss of i DG, door- s tep delivt-:ry to Ff3 by 
civil supply authoriti.es goes a long way._ to ensure it. 





In a nunibgr of casos, the Fi S 'V^.-alors holr^ tho 
view that th- cost of transport incurred by thorn is greater 
than the transport isxp:jns.'s defrayed by tho civil supply 
authorities. They also coinplain of irrogulnr and inp.dt5quate 
supply. They also coraplain of under woighra'jnt and poor 
qui.lity of 3acirn.ng. There havo also bo'on soma stray 
cases whon complaints of supply of infv:rior and rotten 
cereals X'jGrQ raad'O by the Id 3 doalcsrs. In sum, the 
system of collecting dolivcries from wholosal''t depots 
bristgea^ith probluras •nd leads to avoidabl<l increases . 
in cost and harassment. In thoso stat,^s xm ore the 
sholusalo suppliers are --Iso private parties difficulties 
of the same typ'js as discus sod above are Gnco’antcrcid, 

Howovnr, the private Fi-'S .’o;alers and private wholosnlors 
find modus vivmndi but tho results are at the cost of 
b.anafluj buyers. Thei danger of diversion of IDS stocks 
to luiauthoris ;d buy-.^rs increases" manifol'l ■tfion the- whole-. 
sale supply ■.-rraiigcr.icnt is by ra ‘ans of privatv' parries. 

Large scal*.^- .loteri oration of stocks was obs-- rv:d at some 
private wholesale dealers, the main reasons seen to be 
\mry poor quality storage facilities, l-rivate wholo- 
salors usuall.y coiniiiission. the o-ldest and most dilapidated 
godowns for ‘ttiQ.P^D.S. stocking,- often ’Violating the terms of 
the contract agreed upon with, the civil supplies de^a.rtraant. 
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Even in those cases, where the state agencies 
directly deliver stocks to Ih S, some problems in the 
form of tips to thcj delivery staff, poor woighinent otc. are 
heard, Another usual difficulty in those cases cone; rns 
supply of fractions of a' quintal, b-eeauso doliv- rics of 
a si 2 -h less than the normal pa cl-dng crvjates problems, 

{as Open, unpacked quantities are geneirally not delivered 

and for good reasons). Our discussions with various 

interests connected \lth the PDSMndlcatod '.thet -stroamlinging 

of the proC'..dures for doliVrjry of stocks to K'S is 

not only possible but can go a long way tov;ards improving 

the effoGtivonoss of th@ pds end reducing th^ cost of . 

operations and preventing diversion to unauthorised buyers. V 

V 

IRQ FIT MARGINS ALLOWED TO Fi'S DEiiLERS . 

The main motivation of a Ih'S dnalc r in obtaining 
a license is th,.; dvjsire .to earn the profit margin 
granted by the Govornim..nt on regular and assur'''-d .^■;l*;j. 

The profit margin given to the Fi S dealer is a'llcd to ttr- 
ox-godown pric-3 in order to . arrive at the issue price. 

Thus the profit margin allowed to the doalrs is brono 

by the consumers. ’ For-. difforent.cCpramo,:.li tics, different ^ 
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ratts of raargins r re allowed. In c,.:,lition to t he 
marginj the K-S doalor is allowed. to retain free of cost 
the gunny bag or tlio tin as thQ case may bo. Thus, 
in addition to the xjrofit margin permitted, the shop- 
keepers are ablvj to earn an oxtra sum by way of sale of . 
used empty gunny bags-, which' is often an attractive sum.; 

The fijcation of profit margins is tho respon- 
sibility of state Governidcnts. A*; can bo soon from the 
accompanying table, the profit margins permitted on the 
sale of ri ce , wheat, sugar . and odiblo oils differ mdoly 
among various states, (Table II) in case of sugar, ; 
an uil Inilia uniform ?DS price pr-o vails, gunny bags fetch 
a rolativ...ly higher price and tho stociting prittern by 
the shop-keepers and offtake by the consumcirs are more 
regular and fuller. U. find, however, that profit raargins 
for sugar differ from Rs. 1.50 p:. r quintal for private 
Fi^S d',:.aler in Rajasthan and Rs. 1.66 in Madhya f.radosh 
to I^. 18.75 p--r quintal in Assam for all F. S rnd Ps. 15,75 
for cooperative Fr’S in Pajasthan. In be-tw.cn these 
two cxtronies, we find that r'^tail margin per quintal 
for sugar, varies from Bs. 2 per quintal in Orissa and 
^indhra i-rw-esh and Rs. 2,60 in Karnataka, Es. 4 in Kerala 

In Relbi, the Fr 3 "dealers maintain that after allowing 
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paisa per cjaintal for sugar and , are able to sustain tdiam- 
selves in this activit7 mainly on account of the price 
received by selling empty gunny bags. 

We find that so^ie states give different rates of 
margin in rural and urban areas and in the case of V^est 
Bengal for modified and in statutory rationing areas, 

Again for rice and wheat and edible oils, we find that 
there are wide differences in the rates of margins or 
coiTTn is sion allowed by various states. To a certain extent, 
one Can say that in statds with relatively low turn-over, 
it might become essential to allow higher margins. The 
turn-over may be low because of small number of cards 
attached to a shop or small size of ration scales or 
both or, because of irregular and inadecjiate supplies. 

It may also be because the commodity coverage 

may be limited. Thai, if the offtake by consumers is poor, 

it will furtlier reduce the turnover of FPS, 

Another possible reas''n for hi^er margin in s'^me 
states may be that in metropolitian and other cities, the 
rentals fo r th e shop p remi s es mey be hi '#1 . At times, 
hi<^er transport cost may account for higher margins, which 
appeared to be the cgse, for instance, f^r Assam, Assam, 
probably gives the highest rates of margins, follow^! 
by Andhra Pradesh and Karnataka, The rates ;'^f margin are 



is no doubt tnat jjrofit inai''gin is a ”ory iciportant 
influonco on tbo viability of Fi S and honC'-;, on tho ^ ^ ^ ^ 
off vjcti vonoss of I'DS. iloW'-v-^Tj it mfry bo incorr -ct to 
nako '/iability intirGly a function of profit margins , 

In fact, th‘3 profit laargins arc essentially- convaission 
or rnsunoration given to the Fx S d-;aler 3 for discharging 
the function of distribution of I'DS comoditi s in the 
spucifi vd quan ti ti j s , at su ocified. prices, over spocified 
in'G-rvals of time, to a spocifi-.d group of pooplc. There 
is hardly any significant risk involved in 

IDS operations, oxcept for the fluctuating lev-.:! of 
off-takj by the consuraers. e ' ■ 

However, th'U ieV'-l of off-sake by tho consuners 
dv.pends jj.artly on cho Fi S dealers' boh-ivioiir, decisions, 
location and ..fficiuncy. Thus, the profit margin should 
b o .considor-'^d e sscn tinlly a rGn uncration given to the 
Fa S d;salers for undertaking a spocified task in n 
specified mann^.r. It may bo suggv'stod that in .discharging 
this'' function, the dealors provide not only thoir labour 
and 'Skills, but also pro^ado their o-^m fix-d ."nd working 
capital. The rate of commission or margin should,, therefore, 
t.ako into account both the labour inputs rs w-ai as. tho 
uso of physical and financial rosourcos by tho Fa S dealer. 



SilieQ a higher profit ' margin would bo ono of the 
factors narro’vvlng th-a difforoncc betwcon ?DS and open 
market price, t hero 'are obvious lirniiss to increasing this 
rate. By reducing t ho difforenco botv/oon PDS and open 
maiKOt price, a higher profit margin may turn out to bo 
count wr~producti VO as it mA^rt-discourajge'-the-coasuJosrs,,fir)^ 

buying . i'DS supply and rodueo their turn-ovor:. . For •instance-, 
we saw that in the .case of Assam., for some commodities and, 
some points cf time, IDS prices exceedoi. open market prices. 
Given the hi.gh rates of profit margin ..permitted in. Assam, 
a part of the reason for negative price. difference 
may. be rulativoly high profit margins. - 

A number of - altomativo -nothods can bo adopted, for 
increasing ths,..e-^.rnings,. of KIS dealers from th4s...,,]pDS"’Ofperetions# 

These might include increasing .tum-ov- r,. . reducing -costs 

by -methods like better and. loss costly methods- of -delivery 

of stocks,, and reducing the cost of working capital* This 

may be done, for instance, by collecting sale-procef^ds . - 

at the end of the weuk, after '■ scrutiny of. sale record 

and physical, verification of stocks, from the FfS,. 

deal-ars for the stocks which- are dolivcred to- the dealer 
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vdtfiout urj-paymont (though this nny ncc'JssitotQ a 
security doposit from the lic-ncf--d doalor and compulsory 
insurance of the stocks) . 

A suggestion is somutim-. s iiad'-j that since it is 
difficult to ensure the viability of Fx 3 mthout giving 
a rather high rate of rnuuneratlon to the dealers -vrhlch 
may not be possible j while the Fi^S is providing on 
indispcnsabl service to the consuravrsj they may well 
be given an annual subsidy either in tho form of a 
lumpsum or on some otlier. ■ basis. In this way, the V 

Ff3 dealers who arc themselves genorally people of 
small moans may find the operation of FAS o. reasonably 
decent income earning opportunity. It is furth<^r 
suggested given a fair and honest return from the 
Fi Oj the inducomont of the Fi'S deal rs to adopt sharp 
practices in order to increase- th-eir oarnlngs nay bo 
W:.ai.i« 2 nod. iis it is^ IDS oper- tions involve a largo amount 
of consumer subsidy. If additionally the Fx'S d-enlcr is 
also off-erod some subsidy in order to make up for 
inadequate earnings or to. improve his earnings to an 
attractive level, tho overall cost of IDS operations to 
th-e national economy would go up very significantly. 


I 
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If on an avarago Ps, "2000/= por minum aro affored to each 
F?3j an annual expenditure of about Ps. 60 crorcs would 
be on tailed. 

Plot only thiSj but a sorious doubt can bo expressed 
cone jriiing the offieac;/ of this measure in buying up honest 
and efficient operations from the K'S deal'n-s. As things 
are pr^jsontly, thoro arc a good number of Fi‘3 X'fhich 
returns coimacnsurato vri-th t heir oxpendituro of resources 
on this activity. If thorc is a grvnt deal of pressure 
for the .allotment of FlS licenso, it is not entirely 
because of the ilicg^xl learnings which K S dealers make. 

In some statosj and in some artsas, there are some shops 
which arc doing quite well financlaliy. It is not to deny 
that there are Fi'3 \/i.iich have s rather low level of turn- 
over and hencw their fair xirnings arc inad<-quatQ, It is 
a combiiiation of inad*. quate •aarnings, non-functional nilos 
and regulations and gross inadequacy of I'D3 supplies in 
comparison to the total ontitloments given -go t he- public 
as a whol-.;, which loads partly to voluntary non-htilisation 
and partly involuntary n.on- utilisation of tSi© PDS* These 
factors also make for diversion of already inadequate 
supplies to unauthorised channels. In this situation, 
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the rr^ain plank the efforts at sh-'^rtlng up the earning 
levels of the PD.S operatir'ns has to be connected with increasing 
the turn-over of each PPS, 

This meth'^d of improving earnings from PPS also 
matches with the social objectives of making the PDS supplies 
reach the relatively fulnerable secti'-'ns of society, 

A higher level of turn— over of PPS ensures both better 
coverage of the population by the PDS and better earnings by 
the PPS dealers. The Leakages from the PDS have to be plugged 
by means of concurrent monitoring of deliveries to the 
PPS dealers, from the wholesale depots and the purchase 
behaviour of the card holding population from the PPS. In 
this way# it is possible to ensure a better synchronisation 
between the PDS operations and the PDS objectives. 

At various points in the course of our discussion# 
we have referred to the measures connected with the admini- 
strative and organisational aspects of the pbS which can lead 
to a more effective PDS. If such a revamped pDs is not 
created# no amount of increases in profit margins can 
possibly make the PPS dealers forgo the temptation to 
earn an extra buck. On the other hand# if an effective ^ 

pDs system is set up, reducing a scope for diversion of 
supplies and increasing the inclination of and possibilities 
for the consumers to make use of the PDS facilities# the 



increase in profit Liv;.rgins for mying up hori^^'st and effec- 
tlve retailing behaviour frou FrS dealors , would be mndo 
rv-dundaiit. Thas- ta-...re is hai'dlj'' anj?' Ctvso for hi glr profit 
nargins. in order to induce honest behaviour when the 
loophol.;s and possibiiitios foii diversion exist. The 
case is, on eho contrary, for a reasonable rate of 
coLuaission to th*c Fe3 dealei'S for the s..rvices they 
render in chanj-iQling supply to those sostions to the 
consuiaers,,,. who' arch interest ced in buying every week a 
cex'tain ' given quantity of cerjcals and other essciitial 
coniHodities at' p rices lower than tho open market prices one 
thus protect thoir real- incomes. Given such r.n cffectiv- 
i‘D3#only a reasonable profit margin would bo required. 



GOMTBOL AND REGUjuATIOW O F B:Y C IVIL SIuTL IES AUTHORITI ES 


Tho Fair Fricc SUops in effcict, int^^rmtidlarios 

providing govarnav-nt-TControllod supplies to the people 
ait rcalitively low prices. For this sorvico they t ro 
given a certain rata of coamission, gun-.n’ally kno>jn as 
'profit margin’. The lic-nict or authcrisation for supply 
the 1' Do commodities to the public is given to t he dealers 
under a cercain set of terms and conditions. The, main 
thrust of all the rul-'S and regulations and terms and- 
conditions under which the Fi'S mraki:s supplies to the public 
is to ensure 'Ghat the consuiaors get what the goverrumont 
plans to pro Vi do, at a fisc-d price in spneifiad quantities 
and rvigulaily at fixed intervals of time. aon-:rally the 
terms and condition of FIS authorisation have, to bo 
■.nforc^..d by rne dcpartniunt of Civil Suppli-^'S by ni', ans of 
inspection end checking of FiS and their r-... cords. Non- 
cnforcvnont of the rul-.^s and regulations carries some 
pcnaltivs including that of suspension and cancellation 
of FxdS licence. For tnis purpose the Civil Sw.pplics 
D-jartment in various States hava .appointed Food Inspectors 



Apart from tao vinforco-m -nt machinory, tho actupl 
implumvintation of ful‘.,s and rogul''i;ions and adhcraric'a to 
th-j torns and conditions of fi 3 lictincd' doponds on a 
nuiiibor of othor frictors lilco adequacy, suitablity and 
appropricrGgns-ss of tao rulas and regulations. Thu toras 
and Condi t.i on 3 have zo bo such t;iat while thay take care 
of ■ the- n-.;ods of tha consua-;rs, thay sru fair and. 
roasonablo . to tho FI 3 daalors. It might bo very difficult 
to nnforcd the terras and conditions which aro un- reasonable 


to the doalors or fail to nyv-t the nveds and intorosts 
of the custoEivirs. In such cases inf orraal, def n cto arrango- 
monts ovolvu in order to moot the. terns and conditions 
formally, whil -.3 5 inuff. ct, the objectives sought to bo 
served by the terms emu conditions are’ dof'- atud to varying 
dogrt-js. Thus administrative airrangonunts implomsmtod 
with h.^lp of enforcoMont st.aff, like inspectors, work in 
the context of suitability and reasonableness of the rule’s 
and regulrtions for sorting the objectives of the IDS. 


Th'-. ‘-.inphasis in current PDS arrangenunts in most 
states is oil periodic inspections, regularly and/or 
surprise chocks by the inspectors mth a tlew to sou that 
proper records are maintained. It also, looks into specific 
grievances and coapiaints unde by, oonsumors, whether 
individually or through some organisations. For onothing. 
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this is only a motliod of provonting "•'■■gativ*; aspects, 

■whonovor th....y arc dotoctod or reported. S..condly, such 

nethodS'of exorcising control are not related to concurrent 

monitoring wniGh try to -linsura thaty. the Fi'S are properly 

stocked with commodities, whoso availabilities, prices, 

otc. are properly displayed by rr ans of signboards and 

tha consumors aro able to buy according to rules and 

regulations. Tho arrangem-mts for implanaontation of rules 

unless 

and regulations seomod to bn based on, th-ei-asisymptlon 
deficisneies arc doiected or reported, th- system is 
working according to the intentions of the r ‘'ll ^y-makors. 
Such a schome of controls fails to compr‘-;h<,ind the 
objective r'..falit3/ based on normal riarkot nic.chani'sr.i of which 
the . IDS is a special component in our dual market f or - 
essential coramoddtias. ; g- ■■ ■ 

Civil suppli >s. Departnonts have two-fold, relation- 
ship >d.th tho notwoi’k.of Fits, First rol*; is to license 
and help open FrS, supply thorn \d.th assontial comraociltins, 
doterniino the torus and conditions of - sal-j to the 
consumers and also the terms and conditions under which 
the Fi’S carries on choir operations. S-conci rgln is tnat 
of policing tho activities of FL'S and onforcom-'-nt of 
rules and regulations. In tliis schoLio, .all tho 
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administrat.i va arrang jm-.nts connact'-d vith both the tjrp< s 
of rol-iS aro Tjorformod by tho saa-: sot of functionarios. ■ 


In addition to tho ,>xp ’rtios, skills and sonsitization 
of ttio Civil *-*uppli-‘is staff concerning the asks they have 

•to porforin in orclor oo fulfill the objoctivos of "th© PI3S# there 
are also e[Uostioa3 of adequacy and proper equipnont, of the 
functionaries for the tasks assign<-;d to than. These also 
.-.irises' -uho quos'bion i^hethor it is appropriate to conbine 
tho functions of sotting-up and nanagonont of i-D3 -^.^ith thQ 
functions of enforconont ajnd inspection. 


The clifficultiss of this -kinds o.rQ further accontuatod 
'ifhon the Civil Supplins direct 0 is a major agency f.'ir 

nanaging fend co-o r dinating t hose tasks . The PDS is . an '-adigjjai-r 
strative int-irvQntion in the mnrkot and there arc serious 
constraints on the capacity of a g,)v.}rnLi',.rit d . .porting :nt in 


terms of opor otional and financial flexibility to pro.yc. 
itself equal to tliet-isk )f Int'irvaition in the market.- 
aft-jr all, i:hQ objective logic of the market retains its 


force fco a consi ierable ‘-.xtent despite liiaitntion 


on 


ts 


role vjhich cris>"; in a dual market. 

, . ..i 
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Tho off ectivanoss of PDS operations in ciifforont 
states („s domonstratod by tho oxtvnt to which tho public 
in general and, the poorer section in particular, are ablo 
to utilise th-j PDS f aciliti- s) , is aff; ctod by the admini- 
strative arrangv-m-nts of the kind wo h-- vo discuss-ud , above. 
Many day- to- lay aflministrativc decisions regarding 
quantitii.s rolc:aS’.::d in the market, its nllotiaont to 
various regions and areas, changv:S in the not- work of 
Ih'S, extent to vrhich different organisational arrangei: 7 «?nts 
are ioacle for different areas and for various typos of 
Fi'Sj periodic changes in the ration scales and frequency 
of permitt'.jd purchases etc. play a largo part in rloter- 
nining the utility and content of i‘DS. numbar of thoso 
decisions can bo cari .id from time to tiiae and in. certain 
specific areas according to circumstances of time and 
place. Apparently, G he form and stylo of adnini strati v<3 
arrangements of PDS may introduce .=itlier a certain 
degree of rigidity or flexibility wnich i:iay make a 
material difference to the effectiveness of the PDS, 




MISCELLANEOUS 


A nui:ib>;:r of othor factors conn-oct^r'd ’.^ith t ho a;'inirj.i- 
sTsrctivo-organisationnl .losign of th© pDs> ■ particularly, in 
r-olation to EPS avo imp;;itant in dotoriiining the '.ffocti- 
v^nioss of i'D3. 



Whether and Fi’S is soiling only the PDS coBsndditles or 
it is also selling certain other goo Is affects tho 
vi:-tbilityj cosus and rate of return to the dealer as mill 
•;s bhi convenience anu cost to th*/ C'jnsuinor. B'or one 
thing, the fixed c.>sts of a shoe ar^:; distributed ovpir a 
larger nunbor of goods giving larger turn-ov-:r vmeei the 
Ff 3 is soiling a lurgoi nunb:r if coi-mnoditi 'S bi'sidvis the 
rationed ones, fho consuuor also finds it conyfcniont 
to visit bho ?. 3 bcc^’iso he can buy a variety of goods 
froa th-b saiau soarcou HoW.3V.,.r, this advantage to tho 
consumer is no'C an onnixod blessing; it nay happoin that 
the U-. oler gio^es px'of'jrcnco in serving those customers 
who buy his gonoral merchandise as aganist thjso who buy 
the IDS comoditios, When tho range of goods sold by only 




r 





V >. rmiun 


up of prlvat 


;lealor selling 


ublie 


buying the 


account -woui 


g I roii 


liftng of the PDS 


G msuia - rs 


;ii:io -..o. ti s 


ccoun 


tor returns 


o consumer 


count only 


jn, public 


Tilt anount 


goods wi'iich 


co2isiax7i‘jr is entitled 


;x 


to buy f roro a F 


i ^ 


:^s not. ali^ays ron 


Ln fix d for n 


rtaoonrably long uoriou of tine. On the basis of allotri'Oiits 
r-, c:.lv-.u froa the iiLgii-a* autiioriti-'.s, the district officials 
caoLig.. til., ration scalo through .on adrainis'crri tivo 'ir'l-'r. 
ooaotinos tho change. s in seal s aro ann.)uncv;d in the 
n-. wspapors and ov^.r ..ill India Radio. But gon .•rally, 
Sij-.i8i'd.ng, th-. consu.M' 0 rs d..) nnt c.mc to know about the 
changes, l-jt alone bs able to verify whether th-c information 
ijro'Vid'wd by the .lealer in corr.^ct. Thus the variability 
of seal'.;,, on the one ixind, crod., s th-' oassuranc.- of rogular 
availability of a curtain quantity goods from an K'S, 
and, on tho other h^'.nd, gives and opportunity to the 
unscrupulous deal rrs to mislead and defraud th'” consumers. 
The £ibility i>f c.insum.jr, thcrr.f or t o supplement his 
.-iarket purchases on c. r-vgular and assur-ud basis from 
the Fi'S, is weaken. jd an account, of nni-fixity of scale's. 

The iiifficulties f he d on account of variability 
.)f ration scal-.-s are related to frequent changes in the 
allocation of IDS comuodlti'. s t^j th-'.- district authorities. 


Wo wore told by many state and district officials that 
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thjro is an uncomfortable dogruv of uncortninty regarding 
tdo size of the allocation of wheat, rice, vsugar, ■. diblc 
oil, kurosono, otc, which th-jy waould bt- ablo to nke to 
Fi'S _l^^ai..,rs. In fact, in somo status, trrTo is a certain 
.jrd.r of ijriority wnlch is followed in the allocar.i:-)n of 
I'Dio comnodi tie's to notropoli tan^urban rand rural are ros o^hen 
t )tal cOilo cation is not rocoix; d fully. As •• suit of 
those diffurontial allocati^ms to citi' s, t'xwns, and 
vili':g';..-s .ind at tiaos, ovjing to accuruila tion of unwantad 
stocks in th hands of eha odiolesal ;■ ''g-.-nci '.s dealing with 
a cluster of Id 3, the authorities am fore d to change 
th'. ration seal. ^s. 31 ncy this inf 'Orna tion c.annot easily 
bo. provided to .-ill the c.^nsui.! rs, th.,'., discretion oivailablo 
to the Fits d-oGlrrs incr0d3cs» This is not nlxnays to the 
advanta'gc of th'^ consun'or. 


This brings us to the rol : of cuasun-rs consciousnoss 
c,-.)nC'-rnin 3 the rul.-s and rogtaations and chanjcjs th‘;rin. 
3u.ncc dissemination .of tliis infornatlon is n-it alxArays 
easy and the un xrganicod c mstum.-r in his inT.ividunl capacity 
;"L, 0 '..jS not have the tinia and resources t.i obisain and v rify 
tiio noc-.sSary information, tho rtilativc 'pow-'r :.<f the 
Fi'3 doal.'r incruas.^s. This makes the poslti.'m of t ha 
consui-a..-;r vulnerable, riore .particularly in those eases in 



Viiicii th=.. K 3 il-ul:r is abl':; to iniuc.j th.v^ onforcwi-^nt st'-iff 
of Gil., civil supi^ly .i'jp'--rtia ';nt to ithor collu-io >1111 hir,i 
or to Cjii bii;: riis rets. 


In sour str.t'js, vi.^ilanc': connittvi 's ^t tii'- 1 V’.l 


... .jt*- 

JX TjIj 


> ^ . -1 


; Jistricts -.n-i t.rluks hr.Y'': born s‘.'t-uij to 
ox^reisu colicctiv.: vigilnricc; ^nd '.'nb-jnee consunrr 
consciousn .S 3 ryg-iriing the rights and .-.ibli g-ntions of tho 
FibS d'-. ni' .rs and tiin c-ir ;h.>ldors. 


in sor-.iG status, t hu 


urrang .11- lit of vigil, mco coKir-iittoos, .atXu'ist xn snnu 
i.iutropolitian citi-. s like B.,, ibry has b-ren r*.':;j.jlic.';t>.d at the 
1 vv.,d of the Fi J as V/'jll, By niid largo, h.owjvur, thr;sr: 


irrangv^v.-nt 


0 not uff-octivv; bccauso the vL gilanco 
eoiinitte ds uoiib'-rs aru: noLiin,'’tad on-, s, thry;- li.avo littlx' 
link \d.uh blio g'.' neural public .arxi uar.^y raisw'-rabl:' to 
caon, and, in course of ti ,'v', uay d-.’vnlop , linkages vrith 
the Fi.3 ,;'.ai.,irs and civil supplies staff. On account of 
thusu difficulti es, tu. a ^nsitution of vigilance 
coiiriitt- -..iS has nx)t bcon able to nako a visible i.Qpact 
ti’-Yards iapr.ji'ing the off octiv-; nass of a’DG. lijoaiv-xr, it 
go.s odthiut saying tha.t this is not to argur agrnisu 
the utility of locail vigilanc*.,: coniiittr- s. The need is 

to nan then proorrly and increase their rolo: and ; ^ ^ o 

i-Qsponsibilities in .cl-. reising' vigilance in the gun:ral 
Interest : -of dhd 
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Wliat follows from tiio cUscussion so far is that 
thorc oxists a varioty of rules, procvdurus, policicis 
and adi-iinisurativo arrangements, which have evolved over 
■time in an ad-hoc manner. Their significance in detaroining 

the viability and effectiveness of FiS as a rroins of serving 
the consuiriors and giving thorn fair ajid r'oasonablo access 
the IDS _oods has not been consciously roc'jgnisod md 
oxaiain:.:l. Our discussion brings out the role of thas^ 
dicisions, range of altsrnativos availablo and the 
significance of choicvs on those issues. , . 
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3TATMEMT 4 


J-i* • 


QRD£at_OF i.R lORITIB3 IN THE ALLOT MENT OF FvS DEALER3HK 


aialAs/ui. 


1. A n..lhra i.'Am.-j.sa 1. Cv/-,3;<-jratiV;:.s 


2. iU'aong Co-op^rativ-.s pr^if -.roncv; will giv«'n to 
co“Op‘jratiy 'S run by woiK-n. 

3. SC & 3T (2o per cent of the .IJi S rosv rvoi for 
i,nen )phy3ically liandicappv d {3 percent r';=s«-rvvFt 
for this .cat '2 gory). 

4. Enucatvul UnoLvloyod. 


2, Maharashtra 1, Multipurpose Co-Op£-ratiV 2 S. 

2, Baakward class Co-operatiVv. s. 

3, Fro odon Fighters Co-operativHs. 

4, Ex-serviceraon's Go-operatiyes, 

6. IJorawn's Co-operatiyes. 

6, Other Go-Op err, tiy^ s. 

7, Iiistitutions which are registered under ^ny low 
for the time being in forco, 

8, B^cieward class p-rsons. 

». Indo-pak conflict aff.^^ persons. 

10. Froedoa fighters. 

11. Bx-seryicenens. : / 

12. Educated uneiaployed. 

13. Physically handicapped persons. 
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3* West Ban.:al 
4.. Himachal 


14. I'rajact affactyd persons. 

16. Ir jQibition aff jct-.-d ijcrsons. 

16. Gol;l control order affect -d parsons. 

17. Ill oth ir persons who do not fall undor the 
above classes. 

. Irofarontial treatment is not in axistenev: in 
VJ....st 3<=ngal. 

gshl. Go-operative Institutions. 


5, run.iab 


6. Ra lasthan 


2. Whan cp-on.-jrativa is not in s position to 

Handle the a‘D 3 worked is allot,od to t he 

Himachal Irad-sh State Civil Supplies Corporation 


3. In case both the above mentioned nvoncies fail 


to op an retail, outlet th'-d sai.u,: is allotod 
:.jncern«.:d panenayat or an individual 


;o 


Fi'3 are run by scl%jctod Karyana merchants in the. 
urban are.as while prof orencf’ goes to co- 
operative societies in rural areas. 36 per c/nt 
of F?3 are resorv d. for 30/31% BaclOArard classes, 
Ex-sarvicaaon, Freedom fightors, physically 
hand! cap jjwd, women ,volunt ary organisation, 

1. Co-operative societies whoso financial position 
is good and there is no couplnint aganist them. 

2. Persons belonging to SG/Sl, 

3. Persons frora other minority grmps. 

4. BcvCmward classes. 

5. Ex-servicemen or their widows. 

6. Private indi\d duals not engaged in any other 
business. 


Persons coming under the category, 2 to 6 
preference would be given to educated young 
unemployed and disabled persons who are othvir- 
wise fit to run the FiS. 



i' i-if arunc>j is giv^in to Co-oporativc socd' ties 
an'l such other instituions which arc efficient 
enough in running a Frh, 

Co-0|j2rati V2 soci‘:;ti -S5 LiJ'-IrS and end Gaon 

a' ,ii,^Aicn,r4.y'«x is# 

;i?/.GG candidat 's on riori-rivailrablli ty of oi-'ganisa- 
iion as at 1 ' above . 


:ast prof ar-'nco is giV'.n to other indivir^uals. 


The '-^ov-.ri}ncnt of darnataka abolished private 
dvalorsiiip with off.:ct fron j.-l-’S 4 and as a 
cjnsogucneu the retail ouclvjts arc- run by tho 
CD-opGrotivo S'.jciotibS and Karnataka Civil 
3 up.^iiv s Corporation. 



i! Ml .OA. j S_AL Lp W ED T Q_ FP A D S A LSRS I K 
DIFFERENT STATES'""' ’ ■™”" 


SI, S'Gata; 


RQoail ilargln 
per quin 


:*iargln Retail Plar gin Reg ail Margin letailMargin 
tal per quintal p-Tr quintal per 16' kg. 



for lice 

for Whe; 

for S'ugar 

Cb) 

fpz:„,Edil 


Ca) 

(b) 

( a) 

1. 

Andhra Pradesh 11,57 

7.33 

S.iJO 

4.60 2.00 

8 . 00 

2. 

ass am 10 t40 


9.70 

13. 75 

- 

3. 

Bipar 3,,s of Iss'ue 

3/5 of 

I s xj ujbP rioiS . 00 

2.00 

4, 

duj airat • 5,75 


5,75 

4. 76 

4.00 ■ 

5. 

iffiaryaR'ia 5.00 


3.00 

4.42 

l.cD 

6, 

J armaussiv as hmi r 1.50 


1. 50 

-• 


7. 

Kama t ali a 10 , 0 0 


S.OO 

2.50 

6.60 

Ot 

Kerala 7. 21 


7.2-1 

4.00 

6.40 

9. 

Madhya x-radesh 3.00 


3.00 

1. 66 

2.90 


(c) (d) . 

Ce) 

3.75}l 

(c) 

(d) (o) 

(c) 

10, 

Maharashtra!, 50 4. 25,-i 

4.50rJ 

-k.zfo 3.75;-5.00 

3.20 

11. 

Orissa 5.00 


4.00 

2.00 

3.75 

12. 

Punjab 5.00 (m) 


3. '00 

3.40 

3.20 

13. 

Rajasthan* 2.00 


2.00 

l,50u 

(15.75) 

- 

I'-x# 

Taiiiil lladu 7.50 


6,00 

4. 30 

10. 72 

15 ♦ 

Tripura 4.00 

(fy 

■'(g) 

4.00 

(f) 

4.00 

(g) 

0.96 

1 f ^ 

v'kst Bengal 4.25 

3.20 

3.95 

3,0j 

— 

17*. 

J-JaIM™ ,..90 


5 90 . 





in braketss 

X q = TiAii citi.c;s Mydorabad and Secunderabad, Cb) Otu.er places in the 
c = E,...mbay and Thane Rationing .areaXfor 15 kg. sta-o. d-Punej Nagpur, 

X tin. Kolhapur corporation 


e — AUx’al Area 

I = Statutory Rationing Area 

* S Inclusive of transport charjos. 


No tes; 


.. . W" 

=Incaso-5f distribution 
inthough co.opo3"atives. 
g=Modifiod -iatinning Area. 
m=ri.upos one per qua n tal 
traJisport charge ox era. 


I O U A. j-' '■J' ^ U L J. ciU. ^ W V,/ -TL JL 

Margin ailov 7 od to FPS is exclusive of empty funny bags and 
are as follows. lice. Wheat and other cereals Bs. 1.25 per 
quintal. Su.,ar Ib. 2,50 per quintal and Ss Oil ib, 1.00 
per tin. In 'Tamil NauUj whore the rates aro inclusive of 
transport charges, the margin for wheat has lately boon 
changed tp Hs. 7l per quintal. 
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CHM^TER V 

THE CONSUMER -AND THE PUBLIC DlSTRI.BUTlQM gSTE?''; 

- .utilisation and .access 

meaningful stuc3y of the P.D.s. has to primarily 
focus its attention on the various factors that affect 
tha degree of utilisation and access the consumer. In 
this chapter v/e analyse the results of our survey of 
2100 house holds sampled from practically all the states 
and Union Territories in the cou itry. Details regarding 
the methodology adopted for the choice of our sample 
Can be seen in Appendix I, The relevant information 
pertaining to the util isatir-n and access of consumers 
was canvassed through a detailed household cfuestionn air e* 
Important variables related to the subject were compiled fo 
different states and UTs, for regions as well as for the 
Country as a whoTe, Furthermore, information regarding 
consumers in surplus end deficit regions as well as rural 
and urban areas vjere compiled and analysed, 

■ This chapter has been devided into four sections. 

The first deals with the extent to which the present public 
distribution system meets the essential consumption nesds 
of the sample households.' ^he second, section takes up' for 
detailed analysis the important relationships that exist 



betwssn the- consumer and the acSministratior^f the- PDS/.i«4^ile in the 

third s-ction we tu.rn our attention to various facets of 

the relationship betv/een th a, consumer and the retail 

ou-clet or F.P^S. In the, last section^ we briefly analyse 

som'g socio-economic indicators -for the sampled popula- 

■cion in an attempt to thr-^w.-some light on the need for a 

target- gr'^up orientation in the p.D.S, 

I ■■ - ■ ■ . ■ 

CO NSW BH-UT IL I SAT 10 N: 

— — ■ . , 

A major part of, our. study was related to the 
gu«sti^n of finding put the extent to which the Public 
Distribution Systgn meets the essential consumption needs 
of the. Consumer. This was the major question ^ n which we 
collected information from a sample of over 2100 households 
all over the country with the help of a detailed question- 
naire. Since wheat/ rice' and sugar are the main commodities 
supplied under the P.D.S; throughout the country/ .we 
Concentrated mainly on these three commodities for finding 
o,ut the proportion of the monthly requirements of the 
respondent families supplied through the P.D.S. channels. 


For C'~>llecting infounati'^n frrm households regard- 
ing consumption expenditure/ quantities purchased, sources 
from which purchases were mad= ate., different questions 
were asked for eliciting the necessary information. As 
far as the quantities purchased under the P.D.S were 
concerned, the information on the pattern of purchases 
for three months proceeding the date of Cc^nvassing the 
(questionnaire to- the households was collected by our 
investigators from the entries recorded in the ration-. 
card-s- of the respondents, this way v/e decided to 

^®lx^ upon information recorded in the ration-card rather 
than what could be obtained by- relying upon the memory- 
of the respondents. However, .-as far as the -bo tel consump- 
tion needs '^f the. family were- concerned, we had to rely on 
the oral information provided.- by the households. So was th 
Case with respect to the S'-'U.rces of siapply of these 
commodities like the open market and s£?lf— provisioning. 
However, we collated the information generally in terms of 
the qaantities purchased and/ on the basis f the prices 
prevailing in the local market for the relevant time period 
Converted the physical consumption data into -monetary 
expertditure data. We thought that in this manner we would 
be able to obtain .information regarding consumption 
patterns and the relative, role of the Public Distribution 



system a little more accurately than is possible by way 
of birect collection of expenditure' and consumption data 
on the basis of intervi'ews. 

Canvassing guesti^ns c -nceming expenditure and 
the Consumption pattern are difficult tas3<s in the sense 
of Conveying to all the respondents the seme question 
and inducing them to. provide accurate information. The 
difficulties increased in view ^f the illiteracy and 
language prr.blens, particularly in the rural areas. 

We find that as many as 38 2 h^vuseholds v^ith respect to 
wheat# 240 households with respect to rice and 87 house- 
holds with respect to sugar could not provide us with 
the re<jii red information in an appropriate form, As 
expected# the extent of inadequate response or no response 
was much greater in rural areas as c<-^mpared to urban 
areas* 

Our survey results in table 5.1 show that the 
public Distribution .Syst em (ppa) provided only a li ttle 
more then 13 per cent of the family reqairements of wheat, 
17 percent ■^ ' f rice and a li ttle ov er 36 _percent of sugar • 
for the r esponding ho usehold s in our sample. We fiarther 
see the extent to which the PDS met the requirements of 
wheat, rice and sugar in the urban areas was greater than 
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that in the rural areas. It is also interesting to note 
that the extent to which the PDS met the consumption 
recjairements for the three coi^mr^dities studies was greater 
in deficit districts in comparison to the surplus districts. 
It tends to follow that the Public Distributirn Systsn 
wr^rks relatively better in deficit districs as compared to 
the suip>lus '-■nes. However/ the difference in the relative 
performance of surplus and deficit districts was most 
marked for wheat and the least marked for sugar. 

It Gan be seen that the PIS functioned better 
with respect to sugar as compared to rice ^d wheat and 
its performance was relatively better in urban areas and 
in deficit districts. The saT?e was the case with respect 
to hill .and metropolitan areas, As compared to the 
national figure of about 14 percent of the recjuiranents of 
wheat/ for the .sanple families being supplied through 
the PDS channels, the share of the PDS in metropolitan 
areas was about 58 percent for wheat# over 31 percent for 
rice and about 50 percent for sugar. The hill areas are 
Considered renote and poorly accessible but they also 
perform better than the all India average or even the ■ 
average for urban areas, ^ , 
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It might be further n^'ted idiat the performance in 
terms "f the distribution c£ wheat was the best in the 
Southern and Sastem regi-'-ns^ where wheat is generally 
nrt C'^nsidered a popular cereal* On the contrary, the 
performance was found to be very poor, in the nothern 
central and western regions. Here about 4 to 6 perc^it 
of the wheat reguirements was being met through the PDS. 

With respect to rice the Southern and Eastern 


regions . seemed to perfojsm much better than the national 
average* However, in the Northern region also a little 
less th, 3 n one-fourth of the reguiraments of rice for the 
sampled households was met through the PDS* The performance 
of the Western and Central regions was observed to be 
extremely poor in the distribution of rice* 



With respect to sugar the performance of. all the 
regions in meeting the needs of hnusdiolds through the 
PDS Was better than it was with re^ec.t to wheat and rice* 
However# in the Northern and Western regions# the- 
proportion <-^f family needs -^f sugar supplied through 
the PDs was lower than the national average# while it was 
almost on par with the nati-nal average for the CQ:atral 
regi'^n, fhe performance in tha Eastern and jSourhtem 
regions as well as in the hill areas and in metropolitan 
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areas was distinctly better than the nati-^nal average* 

It is significant to note that despite a certain degree 
of inaccessibility tc which the hill areas are subject, 
the performance in the hill region was markedly better 
than the national average and also superior to the 
per&>rmance observed in the Northern, Central and 
Western regions. 

Coming to the States, •'^ne finds that with respect 
to wheat the states of Assam, Bihar, Gujarat, Haryana, 

Karnataka, Maharashtra, Punjab and Rajasthan performed 
vary poorly. In fact, ' it can be said that the proportion 
oi family needs for wheat which was met by the PIS was 
negligible for Madhya Pradesh, Gujarat, Haryana, Karnataka, 
Punj^ an d Rajasthan, F'-r, Tripura and U,p^ about the 
same percentage of family needs was provided through the 
PDS as was the case at the nati'- nal level. In West 
Benga l, Tamil Nadu, Kerala and Del;;hi a bulk of the family 
needs for wheat, ranging between 5o percent to over <I0> - 
percent, was provided by the PPS channels. It may be ... 
noted that esscept Delhi, none of the se _state.s can claim/ 
that wheat is a popul ar c ereal • _ For Jammu and Kashmir 
and Orissa, the PDS provided nearly 25 percent ^ f family^ t 
needs for wheat, while for Himachal Pradesh and Andhra 


Prad©s]-i abi-ut 17 percent to 19 percent needs were 

met through the PDS. 

with respect tr- rice also# >73' find . that . 

Kerala, Wast Bengal, Jammu and Kas'hmir, Uttar Pradesh 
and Andhra Pradesh, a good proportion of rice recf^irijments 
for the sample households was obtaified through the PDS 
retail outlets; the range being from 22 percent in 
Andhra Pradesh, 28 percent in, Wes.t Bengal to about 33 
percent in Jammu and Kashmir and nearly 5o percent of the 
recjJitemc- nts in Delhi and Kerala. It may be noted that 
in U.p^, the PDS performed better than the national, average, 
while the position of Tamil Nadu slipped with respect tc' 
rice, which happens be the staple food in the state* 

As we have seen elsewhere, the main reason for the ability 
o£' th'e PDS: to provide only about 20 percent.of the 
reguirements of rice for our sanple households in Tar'll . 
nadu is mainly because of. low ■ rati-r.^n scales, which may be 

rel&ted to overall supply .con strain ts. - In.' other 
states li3<e Kajcnataka, Orissa, Assan and' Haharashtra where 
rice-eaters form an overwhelming majority pf the popula- 
tion, the proportion ^f cgnsijmption needs of rice met by 
the •PDS is negligible. For Bihar and c^jar at where rice 
is more popular than wheat, we find .that the contribution 



-'f the FDS supplies whs less -chan 1 percent which makes 
the PDS virtueJ.ly n-n- existent as far as rice is c.-ncerned. 
The perf-' rmerice Himachal Prad-sh theugh peerer th.an 
the nati^ nal aV€"ragev. is still a rackohable factor at 
over 11 percent. It is intereBting to see that in 
Punjab v/here less than’ 1 percent of the wheat requirements 
is 'obtained throu^ the Pi3S by "^ur sample households/ the 
proportir n of rice which is only eaten occasionally in 
•this regi'-n is at over 17 percent of requirements and is 
marginally higher than the national average. However, 
HaryaXia^ s performance is as poor for rice as it is for 
wheat, , " 

As" seen earlier, the PDS supply of sugar meets a 
substantial part of the consumption needs of our sample 
households throughr.ut the country . However, .in Oujarat, 
Haryana, Himachal Pradesh, Karnataka, Maharashtra, Punjab 
and Rajasthan, the proporti'-n of fanily needs of sugar 
obtained fr<^'.m .idle. PDS was less than the natim'nal average. 
Tripufa, Andhra Pradc-ush, Orissa, Ksrale and Jcmmu and 
Kasinir provide m-- .re then r'na-half of the family rscpire-j 
ments of sugar from the PDS chan.nels. Bihar, Delhi, 

Tamil Nadu,' Uttar Pradesh and West Bengal also meet a 
good part of the requirements of sugar consumption 
through the PDS, 


It can be seen that there are cer tain states which 
do wel l„ wlth respect ,..t:,,^the ^p ub l I c . djstr i butir'n nf all 
•Wae three cr^^ndi ties studied. Thes e states include West 
gal i An dhra P radesh^ . Kerala^ Jarr'P'U & K a s hmir and Delhi. 
Tamil N^u and Uttar p rad a s jp. do very y el 1 in two of the 
three ccmmr. di ties* In fact, the deficient p erf omnahCe_ 
of Tripura in /wheat may v/ell be because of low popula rity 
of the cereal whil e th e Inability of Ta^nil Nadu to meet 
mr re than 20 perce nt of the rice re gui rem ents fgay well 
be because of supply constraints* Andhra Pradesh shows 
better than the national av:erage,^.performance in all the 
three cornTnoditieSi- thoucpi-_by ,a-srn all margins for cereals* 
The performance of Orissa is mainly poor in connection 
•with rice which happens to be the most widely consumed 
cereal in the state* . The performance of Himachal Pradesh 
is mainly want5,ng in sugar and rice* though it also 
falls short of the national average for wheat, , Bihar 
segtis to be hardly covering any cereals -a nd only its sugar 
■ distribu'tinn p r ogramme appears -fa :/ be credi ble. More or 
less the same picture ©nerges " for Assem*. , If Delhi is 
doing well in providing all the three commodities 'to its 
citizens in good guanti-ties from the pDs* it is partly 
because of better scales and better overall supplies* as 
we have had an occasion to see earlier. 
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The states where 'the PDS perfr ir nance i s unifoOTly 
po'~'r for th e t hree Grmrnodxti es considerecS here^ ar e 
P ^njab ^ Maharashtr a^ Karnataka / Haryana/ 

Gujarat and Ma dh ya Pradesh^ The parfoOTance -f u.p, niay 
nrt be c-'nsidersd tc;. be very g-^od though it is .certainly 
much better than so many other states which perfomri very 
P'~'orly* The performance of U.P, in each of the commodities 
is above the national average and is however marginally 
better than the national average for rice and sugar. 

Many "factors can be .highlighted in order to .explain 
the epctent tr.-! vjhich ^the PE© is able to meet the essential 
consumpti'->n reguirements of its users# " as we shall see 
later on in this chapter. Since '^ne index for poor 
utilisati'~n of PDS facilities is. the inability of the 
consumers to buy their essential recguiram-onte 
FPS/: we asked our respondent families all over , the 
country the reasons which prevented thori from making 
use of the pDs facilities. The reasons with which we 
presented to the respondance were as follows; 

1. It takes too much time to buy from.,- a FPS, 

2, The FPS is far away,'-; 

3, The FPS does not work regularly, 

4. The FPS dealer is hostile. 



5, The <gual-t.y of the 'gt'ods supplied is ..unacceptable* 

6, The prices charged are eo the. hi^er side. 

7, , Nr, credit is available. 

8, Gr.''.ds are n~t available in the FPS regularly, 

9, They did not have m -ney for buying the supplies 

10. They did n-'t buy the full c^antities because the 

entitl 0 Tient was more than their requirc-vients. , 

The cnnsumers were given a chr-.ice to mark any 
nuTnber of factors out /^f tAeSe# as the possible reas-^ns 
for n-'t being able to buy the commodities from FPS either 
in part or in full. As seen in table 5.2# about 25 - 
percent of the responses pertai n ed to non- avail ability of 
sto cks as a reasons for inability .to avail of the PDS 
supplies# 'While another 5 percoit related to the irregular 
opening of shops, Another-S-V'.'percent responses were 
recorded regarding unacceptable guality of the good 
supplied und er the PD.S. .This, factor could be leading 
to voluntairy exclusion from the PDS because of preference 
for superior quality, It.tnay be reasonable to assume:- 
that this reason for non-utilisati'''n is. generally given 
ty the relatively better, off sections# ^ who prefer quality 
rather than low priced supplies through the P.D.S. 
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_ As against the fan-.ilies which vol-untary exclude 
thanselves fincm the PDS supplies we found that over 21 
percent o f th e r es pr n s es rel ated to th e lack of a deguate 
purchasing power. Obviously# this is a case of non- 
voluntary exclusion or denial, of access on account of 
poverty or ineffective employment. It is only these 
three factors viz. irregular functi''ning of FPB either 
-^n account of stock cut or of irregular working hours# 
unacceptable quality and lack of purchasing p^^wer in the 
hands of .’fee consumers which were chosen 'by the respon- 
dants thsnssives as the important reasons' leading to 
noh-utilisati-^n of the PDS facilities. Ths rest pf 
the factors which we have listed above drew only marginal 
.responcss ranging between 2 percent to 7 percent# the 
mo st impo rtaht facto rs am - ng these bein g re 1 ati vely hi gh 
prices 'Of the PDS supply .(about 7 percent) and the 
non-availability of consumer credit for purchasing the 
enli tenants which was over 5 percent. It can be argued 
that these two factors#vi 3 , high prices and non-availa- 
bility of supplies on credit are also’ generally related 
to inadecyiate purchasing power in the hands of the 
cardholders. If this interpretation is valid, thoi the 
number of respondents who are inhibited from availing: 
of the PDS facilities on account of inadequate purchasing 




power or ineffective ernployvient would be much larger, 

Another usefiil Index “f. the extent of utilisation 
of the PDS facilities Can be the number of times one. has 
missed ration entitlement, VJe collected this information 
fr-mn the ration cards o, f our respondent families. On 
this. basis# it is seen in table 5,3 that s ugar entitlements 
are missed to. the axtent of about 14 percen t # followed by 
edible oils to the extent of 28 percent rice to the extent 
of abc;ut 37 perce n t and wheat to the extent of over 5 3 
percent. The ex tent to v/hich ration su pplies are b^ ^ught 
is greater in urban areas as compa red to, rural areas for 
al 1 the four commoditie s# which we presume refle ts a 
greater degree of e:>cclusi'n in rural areas. Wheat# rice 
and sugar entitlements are miissed more often in suxgjlus 
districts as against deficit districts. However# the 
extent to which edible oils are missed is the same between 
surplus and deficit districts, ;• In the metropolitan areas# 
the extent of lapsing ^f ration entitlements is the least# 
being as low as 6 percent for sugar and about 20 percent . 
fox edible oils, . T^e hill areas also show better perform anc 

This figure we fear would be an understimate# if : we take 
•into consideration, the possibilities of false entries made 
in the rati-n card by the ’'PPS retailers for purposes of 
diversion. The extent -^f such practices would depend on 
the efficiency of monitoring and cantrol by the a<^inistra- 
ti-^n as well as consumer consciousness. 
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according tr this index regarding the extent to which 
people _avail of the PBS facilities. It may be seen 
that^ rn'-re or less/ the same pattern anerges on the basis 
of the frequency of missirtgthe PDS purchases as V7as seen 
regarding the utilisation of the pps facilities (in terms 
of the proportion of respondent family* s needs or 
consumption met through the PDS). 

Turning to the extent to which the PDS facilities 
were not utilised in the various regions of the country, 
we find that in the Eastern region the lapsing of wheat 
entitlement was as high as 23. percent^ vfhil© in the 
Western region, the figure recorded xvfas as high as 90 
percent^- fol lowed by central, and n^'rtherh region where 
the figure was,7o parent, . However in the sour them 
region the wheat entitlement n.ot utilised was more or 
less ec|J.al to the national average. 

The ration entitlements of rice were missed to 
a much greater extent then the national average in the ^ 
western, central and northern region. In the western 
region the extent of lapsing of entitlement was 80 percent 
and the central region 66 percent and in the northern 
over 50 percent showing that most people failed to buy 



their rice rations. The extent "lissing sugar entile- 
^ents was a little »^nre ther d'-ubls the nati-nal average in 
the westeim and central regi" ns. In the western and central 
regi'-ns, tbs incidence ef failure buy edible oils was 
also abr-ut 5o p-’-rcent '^.f the drawing '-f rations permitted 
and in the_southerri, eastern and n-rthem regi 'ns/ the 
extent of missed entilerr-ents of edible oil was less than 
the .national average. 

F-r Tnany states like Tripura, West Bengal and the 
Uni’^n Tterritcry of Delhi, the nijnber of tines people 
bo_u<^t their wheat and rice requirements was ver],’’ high 
compared to the numher '-f times they missed the opportunity. 
In Jammu and Kashmir, Karnataka, Kerala, West Bengal and 
Tripura rice rations were utilised to extent of 80 percent 
of the permitted numb.-r of purchases. The figure was 
significantly high in Delhi, Himach..! Pradesh _^d Andhra 
Pradesh followed by Assam, In sugar, the, maximum, lapsing 
of eititleiient was observed in Rajasthan, the figure 
recorded was about 75 percent, followed by Maharashtra 
where it was nearly . 33 percent, indicating that a large 
number of consu.mers_ in these states were unable to buy 
the PDS sugar. It may be noted that the extent of missed 
opportunities is almost negligible in West Bengal, Andhra 



215 - 


Pradesh, AsScP^t Kerala, Karnateka, and Kashmir and 

Delhi, ranging between 8 percent and 3 percent af the 
total number purchases permitted, 

Rajasthan again leads the list -.f States where 
the maximum amount of lapsing of purchases of edible 
oils to'k place followed by Punjab, Gujarat^, Bihar, 
Maharashtra and Tanil Nadu, The extent '•'f missed 
opportunities f'^r the purchase of edible oils in Tripura, 
U,P^, Orissa, Himachal Pradesh and Madhya Pradesh exceeds 
the national average of 28 percent. 

The two criteria of utilisati-*n, viz, the ext<^t 
to which consumption requirsments-'-of a particular commodity 
is met by means '~'f the PDS supplies and the number --'f . 
times out of the per"dttsd number ■•'■f times the consumers 
are able to buy or n-^t able t'-^ buy frr'm the PDS channels 
show results which are mutually C'-nsistent to a G^hsidera-- 
ble degree. Since, the PDS is c-ncaived of as a supple- 
mentary source of supply, in additi'-n to the open markets 
in '-^ur dual markets for essential crmmf-'ditiss, f^e is - 
Ine linad to i nfer that the states where the extent of 
PDS utilisatim 5o peircent on these two 

criteria can be considered as showing a relatively better 


perfoirnance es compared to others. , On this criterion^ - 
one finds that certain stat-:-s are more ''■i' less felfilling 
the requircm^ents expected fro-m the PDS, Broadly speahing. 
West Bengal# Tripura# Tao--il Nadu# Kerala and Delhi may be 
Considered as approximating the expected rcle of the PDS 
under the overall macro constraints... Ths performence of 
Andhra Pradesh and Plimechal Pradesh may be considered 
to be better than that of most other states# The 
performance of U.p, may not be comparable .to that of the 
better performing states#, but tends to raifiain around the 
national average# which may not be considered tr^o good# 
while many regaining states display pooir perf'^rr’ance as 
the figures recorded fall considerably, b-low the national 
average. 

It is true .i^at to a certain extent the utilisation 
■rate of the PDS ao-'-ng states differs on account .o-f factors 
like the convenience -of the administrative .system of the 
PDS from the poin t f vi ew of the con sum srs#. the di f f erenc 
between the PDS end open m.arket pric as# commodity coverage 
ration scale# location# number and functioning of if PS 
etc, Howfiver# some otheir.general factors like .the degree 
of Sftlf~p.ro visioning and market dependence for essential 
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csrsals supply a^^ng varif^us occupati'-ns, inco-rne and 
regi^'-nal gr-'^ups, average incafne level in the state^ the 
regilarity of ino-fi^e flows, etc, w<^uld also affect the 
need for the PDS as also the. capacity of popple to 
utilise the PDS. It 'go.es without saying that these 
factC'TS affect different groups ■"'f s^-'nioty differently 
and hence it is reasonable to expect that the PDS 
facilities are ri'-'t availed of uniformly by different g roup s 
of people. In a highly differentiated society with skewed 
distribution of incoFie and wealth, it is reas'-nable to 
e3<psct that different groups of people are able to utilise 
the PDS to varying extents,- 

This is npt only a reasonable bypo thesis but shomld 
not by its-lf cofoprornise or reduce the effectiveness of 
the PDS, The guestion is not_-.nly v/hether different 
groups of pe^’ple are able to__Tnake use of- the PDS facili- 
ties tO' varying extents. A^n^ore irripoirtant c yestiori to ask, 
is whether the differences in the degree of' utliis at ion 
of the PDS are in accordance with the differences in the 
degree of the need for obtaining inflation -i nsulate d, ■ ■ 

low-priced the PDS supplies. If this is so, ■ such differ^- 
ces may, in effect, enhance the capacity .-f the PDS to 
meet its social objective of protecting the real income 



- 218 - 


of 'i-n™ vulnerable sectir'ns •'■•f s-'Cir-ty and enable them to 
maintain their cr'.n s’Jmptimn level in the f^pe rising 
prices and ward off the enervating effects of malnutrition o 

From this point of view, it may be worthwhile to 
examine the degrsa ’"f utilisati'-n O'f the. PDS for different 
expenditure groups. _In ^ur sample# ws collected informa*- 
tl^'n ab'^ut the consumption Expenditure on essential 
Commodities for the semple house-holds. On this basis# 
we have tried to w-rlc out the proporti-n of the consumption 
of wheat, rice and sugar for families in different expendi- 
ture groups v/hich was procured from the PDS channels. For 
this purpr.se# we have divided families into five expendi- 
ture groups. ...In the first group# we have families whose 
m-nthly consumption expenditure ranges between Rs. SO to 
Rs. 500 par month. It can bo sae.n that these f'Hmiiies -are 
among th.e poorest of the pcsor end can hardly provide for 
a minimuTn essential_level of nutrition. The second group 
of families have a monthly expenditure falling between .' 

Rg. 501 to Rs. 10*0 per month. These families are .also 
eithfc-r below or on the border of the poverty line, depending 
on 'the size of the family. The; third ^ group ■ o,f families 
with a .monthly expenditure level of Rs, 1001 to r^, 2000 
per month may be regarded as the fami'lies which couid be 
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c'-^nsidsred belonging to the lov^ and rniddle level expendi- 
ture gr^-ups. Then V7e have the middle level ei’Cp end! ture 
group whose per farnily monthly expenditure rainges to 
Rs. 2001 to Rs. 4000- And_ finally/ we have the highest 
expenditure gr-up whose family mointhly expenditure is 
Rs. 4000/- and above, : 

In table 5i4 we find that as far as 'wheat is 

cnnGernsd the lowest expenditure group and the marginal 

expenditure group are able to g t about _11 percent and 

a little over 16 percent of their consumption for wheat 

fr'-m- the PDS supplies respectively. It.means thg whe at 

requirements of the lowest expenditure group is met to a 

lesser extent than the all India a ve rage of 1 4' percent/ 

while for the. people just around the opo verty line/ it Is 

m ar gin ally. , hi gh or ^ Interestingly enough/ the lcv;est 
/as ■proportion of their .respective totad. consumption- 
exigent of -meeting the demand/for wheat is for the two : 

high.-st expenditure/.groups. It can\ further be seen / 

(in table 5,4) that more or less similar results can be : 

seen for surplus districts and rural areas, thou^ the ; ^ 

level of utilisation for these areas is substantially below 

^ Exception -to this can be 

seen only for the highest expenditure groups in the rural 

areas who have a hi^er level o^f utilisation than the 



national average for the same e 3 <penditu re groups. In 
contrast to the rural rich, the level of u-tilisation by 
the urban rich_is rather low. By and large# the eJ^endi-. 
tu re group from Rs. 5oi to Rs. 2000. shows the hii^est 
level of utilisation# even here the deficit districts and 
urban areas are seen to be doing better than the rest. 

The results for rice are- largely similar to what we have s 
for wheat# except that for rice even the lowest espsnditur 
group fares better than the natirnal average though tv/o 
top expenditure groups do not obtain any worthwhile part 
o f the i r con sumption of, rice from th e PDS sou rc es. By .and 
large# the deficit districts and urban areas seen to fare 
better than the surplus areas and rural areas# -with the 
exception rvf the low'cst esg^enditure group# for whom about 
20 psrcent of their rice cons'umption is obtained from the 
PDS. 

the above that the ; 

lower expenditure groups have a better access to the 
pDS supplies comparad to the hi ^ j r expendi-bire groups. 
Given the low level of total expenditure# the abs olute 
size of the purchases from the PDS by the lower income 
groups are substantially lower than that o.f the hii^er 
expenditure class. Since all the families are entitled 



to u ni f <-^pn s cales of ration suppl ies/ tlv- lov/er e:xp6nditur e 
c las ses s hould ba s p ending a sub stantially larger pr-por- 
^on of their inc-wes -n the pd-s su ppHas but --nly if they 
are able to bay regularly, their full FDS entitlejnent. 


Since iti reality tine proportion thus spent by tha^ is '--•nly 
niarginally higher than the highest expenditure group, it 


foll-ws that a variety of reason, including limited 


purchasing power, they have a lo^v'er absolute level '-■.f 
utilisati.-n ^-'f the PDS supplies. Since Idie f^ily .size 
of the higher expenditure gr-'Up cann'-'t reas'^nably be 
assunied to be sigriificantly larger than that r>f the lower 
e.xpendi-ture gr'-vap, the compai^ tiwely lower absolute level 
of utilisation ''■f the PDS by the poorer secti^^ns is 
apparently contrary to what is expects-'d of the PDS. 

VTith respect to sugar, '^ne can see that the PDS 
Was able to supply the. largest part of a family's demand 
for the'’lcwest es^Denditu re group and the smallest part 
for the highest expenditure group. This finding do^es not 
refer tc^ 'the absolute anount o.f sugar purchased frm the 
PDS_ch^nels? it shows the propoirtion ■ of demand obtained 
from the PDS. It is reasonable to assume that the cji^^tum 
of consumption of sugar is larger for the higher income 
groups. Hence, the proportion of sugar obtained from the 





5PS declines vjith iricrf-ase in the lev33._ ef expenditure* 

'Thus for the lowest eerpendi tare- gr''Up, the ccntributi^.n 
the PDS is over 42 percent of total C'-'-nsumptlon, while 
declines to about 39 percent for the next hii^er __ej^endi- 
ture group and, following a similar trend. It becomes 
about 27 percent for the second highest expenditure group 
and about 24 percent for the highest. As we have seen, thi 
trffcnd: is sharper for sugar- than it was_ observed to be for 
wheat, though the trend for rice is similar to that for 
sugar* 

_ The PDS for serves tr a greater , extent the urban 
consumer as compared to the rural consumer, in all the 
expenditure groups, just the same way as it serves the 
deficit districts better than the surplus ones. It 
appears that since the deficit areas have generally been 
able -t? organise their j PDS in a better way, they ' 
provide better -access compared to that available in 
surplus- areas even for commodities like sugar* 

Ihere are considerable differences in all these 
respe:its among various states, showing diversity in 
performance. These details can be seen in t-ables 5,5 to 
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We hav- se^n that the abs-^luts level of utilisatlop 
of the PDS on the basis -'f. the pm, portion of the consump- 
tion needs obtained through the PDS and the proporti-n 
of missed ■'opportunities of availing of the- PDS show that 
it cann'^'t bo r egarded a s a suppl em en ta ry s^^ urce o f 
sup plying the essential consumption of the people in 
actual practice. This is so v/hen we look at the -All India 
figure s. However/ we see that rhere is a great deal of 
variatio'n in the performance of different states and also 
between the njral and urban areas. Thes-s indic.ators of 
effectiveness of the PDS refer to all the sections of 
society who are entitled to purchase their essential 
supplies fr^m the PPS.' However/ given tdie limited 
supplies and other restrictions^under which these rela- 
tively low-priced supplies are made/ it is evident that 
different groups of society would have a differential 
degree, .c.f access to the PDS facilities. Ip fact/ our 
finding that rural and urban areas are able to utilise ■ 
the pps differentially suggess that different socio- 
ec'^n''mic groups too should have been able to avail ^f 
the PDS facilities to different extents. This is 
further born cut by inter, state diffe-rences in utilisa- 
ti'-n of the PDS, which we have seen earlier. 



"G^PEWar TO ACCESS" : ■ -THE ISSUS OF RATION CARPS: 

The possession r-f g, ration card, confers upon any 
perso-n '-r hous'^hold an entitlement to essential co’^'mrdi ties 
made available through the public dist,i-ibution systan on 
terms and conditions specified by the civil supplies 
departm^t* 

The issue of a ration card to any individual or 
household prf^vides a formal entry into the PDS,# and 
thereby constitutes an important preconditio^n for the 
exclusion or inelusio-'n '-'f the -recipient. The possession 
of a ration card only entitles the person to a specified 
c^antum of Rationed supplies but does not assure or 
c^arantee him - f these supplies. 

The process of obtaining a ration card generally 
Consists ^f four distinct stages of ■interaction between 
the public and the civil supplies_autho-,rity. First of 
all/._the intended beneficiary is made aware of the 
schQTis th3r;u<^ public annr-uncenentS/ the media or through 
friends and relatives. Secondly# the potential beneficiary 
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applies tn the civil supply authorities for the ration 
card v/hich po-irnits access to the syst«fTi, Thirdly, the •ivil 
supplies a’-^tho^rity verifies tha infornation pr-'vided by 
the applicant, by confirming the authenticity of the informa- 
tion provided as well as seeing to it thot all the 
necessary preconditions for the issue -'f a card are 
satisfied. Finally, on the basis f the inspectorates' 
verification, the co.risurper is require:.:! to col 3 . ©^t the 
ration card from th/; authorities. It v/ould be obvious 
that such an elaborate process, which is often necessary, 
involves for bo.th, the p''-tential beneficiairy as well as 
the issuing authority a great doal of time and effort. 

The figures in Table 5.10 which ere based on ^ur 
sample survey of h'-us -holds, relate t'-' the actual 
possession f a ration card by tha housdi'"ld or individual, 
those who have failed to obtain a card and thereby in 
most cas.es excluded from the systan, and also the physical 
condition of the cardjj rralRt^lnod by the beaneficiaTy* 

mu r entire sample bt '"the 'nati-:-nal level,: it ^ - 

is seen, that about, 8 p«-'=rcent of _the households do not 
ponse ss a- r ati ^ -n ca r d whi le as much as 14. 5_ percent of the , 
sampled households did n<- 1 respond in this matter, ■ This 



laclc r f respons«^ c^^uld p’~'Ssibly be, due_tpy' a Variety of 
reasons such as the ,inclusi'''n '■■'£ bogashn^nbership, a 
high degree, cynicism towa'-ds the P.D.S., or, for that 
■matter, the actual noh-possession --f the c^ard. However, 

, it is seen that ab^'Ut 77 percent -^'f our sampled househ^-lds 
do possess ration cards. The figares for the rural as 
well as the surplus areas is higher than the national 
averago> while the incidence noh-possession a card 
is as high as 15 percent and 10 percent in the eastern 
and southern regions. ’ ' 

In the case O' f individual states, as many as 
24,5 percent of the household sampled in Assam and Karna- 
taka do nf't have rati-'n cards.. It i-s- seen that in Bihar, 
Orissa, A.P, and West Bengal, the households excluded 
from the PDS due to the non— p^ssessi-'-n of cards ranges 
from 11 to 17 percent.' 

Since the availability of ration card is the basic 
requirement for availirig -f the PDS facilities.,.: it may 
be useful to have a look at the proportion of families 
which did n^ t possess a ration card. In table 5.10, we 
find that a little over 8; percent of the fcFDil.ies .jfrom 
our sample, were without a ratic^n card; for the rural areas 
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•the figure was over. 9 percent and for uxban areas about 
7 percent. In the metrc-politan areas over 6 percent of 
the ssrple families did n-t have a ration card. The 
western regi-n which has shrvJn relatively por^r perf':'rmance 
in teiv’s ^ f utilisa‘ti>"-n shows/ paradr>xically less than 
2 percent of the populati'-n as bsing without a ra'tion 'Card, 

On the contrary the Eastern and the S^-'Uthern region 
which have sh'- wn better perf'^rrsnce in toms of utllisa- 
ti'~n pf the PDS facility, show a niuch larger proportion 
of fanilies being without a ration card, the share being 
as high as o'yer 15 percent in the eastern regi''''n and ovar 
m percent in •fhe'sbuthem regl-on.^ F'^llowing a similar trend 
we find that the pmporti^in of families, without a ra'tion 
card was as high as 15 percent in West Bengal, over 11 
percent in Andhra Pradesh and above 25 percent in Karnataka, 
Interestingly, 'the numbs-r of families without a ration 
card in Rajasthan were found to be less than the national 
average. The proportion of ■ffami.li as without a ration 
card was about 25 percent in Assam and abou't' id percent 
in Bihar, , 

It Can thus be seen that, despite the critical 
importance of a ration card, the possessi'-n of ra'tion 
card by itself does not seen "to ensure a proportionate ■ 
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level of Utilisation of the PDS facilities* In fact/ 
cejJtain states, like the states of tl: . northern anc3. . 
eastern, tegion, issue ration supplies •without a ration 
card on t^^e basis of a register maintained by the PDS 
dealer, sirailariy, in West Bengal (in the Modified 
Rationing Area) and large parts of tribal I'®’, Orissa# and 
north Karnataka# the process of issuing ration card is 
yet to be completed and ration supplies are made without 
a ra-tion card. Better coverage by ration cards found to 
co-exist with poor utilisation may indicate greater prcavalenoa 
of . irregularies in the issue of ration cards and diversion 
of supplies to unauthorised users. 

It is interesting to note that the highest 'percen- 
tage of sampled hous#^oids not responding ware found to 
exist in the Metropolitan and hill regions# and among 
the States# in Delhi# Karnataka# Kerala# U»P, and Tripura. 

This may be on account of several reasons which are 
difficult •to locate. Lack of response on the issue may 
be due# among many other reasons# to the hesitation on 
the part of the household to show the investigator th 
ration card due to cynicism regarding ■the PDS.# which 
is often manifested in a non-cooperative attitude, 
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also tha preSf^nca of unauthorised names among the family 
members which maybe listed on the card* Lack of r'csp^ns may also 
be on account of the absence of a ration card in the house- 
hold due to having surrendered the card to the retail outlet 
or some one else# either voluntarily or involuntarily. 

Table 5.10 also provides figures for the percentage 
of sarrpled households that have failed to get ration 
cards inspite of concerted efforts. It is seen that at 
thie national level as many as 4.38 percent of sampled 
households reported the failure to obtain ration cards.h 
The figure is a high as 7.30 per cent in the Eastern 
region. At the state level/ the figures for Bihar/ Karnataka 
and West Bengal are exceptionally high. 

As for tlie physical condition of the^ ration card 
maintained by .the sample /nous eho Ms / one" observes in Table 
5.10 that at the national level most cards were found to be 
well ozr tolerably well maintained* This may not only reflect 
the care with which the card is maintained but may also'-' 
reflect infrequent use of the document. 

At the state level a substantial proportion of 
body maintained Cards are reported in Bihar. Haryana# 

Himachal 'Pradesh# Punjab# U.P. and West Bengal. In some 


cases this ^ ay bs due tin the vary fr'acj-ient use of cards 
couplsd with the cp.ality f pa used for printing the 

dr o-i’^snt. 

Yet another ittt portent aspect of the issue of 
ration cards is tha time taken f -.r a rati’-'n card to be 
obteiined by the h'-usehold. In table 5*11 we see that 
in spits, the substantial lack of response to this question 
about 45 percent of the households sampled at the national 
l-eval : report.^ having taken one or tw^ ^-^eeks for obtaining 

•the rati'-^n card, after making application-* This ' sGoms 
creditaBl s consi dering the ,m agni tude o f coverage. However 
about 21 percent of ' the households report-rd having 
'O'btaaned' the card .in one -.or two. months' \vhil'e as much as 
■5.8 percent reported havihg taken more than two m^-nths to 
obtain th.s ratidn '''card, state level co.nsiderable 

delays in thet Issue 'of ' 'reti-'-h 'cards- are indicated in the 
case of Bihari., Punjab, U,p,.,;^.West Bengal and_ Tripura. 
Howev-r, there are n^tabje e:^eptions where most- house- 
holds., report the delivery of a card within one or, two 
weeks, ,in. States such as. Gujarat, Haryana,. Karnataka, 

Kerala, ^"ahara^tra. andrA.P,,,. we find that a fairly large 
proportion of the sampled households report fairly prompt 
delivery -of cards. 



Th€ number ■"'f visits tc the civil supplies office 
rec|aired for obtaining s card is also a useful indicator 
of tile possible delays and harrass^ent caused to the 
households. The percentage of hous'sholds claiioing to 
have made four or visits to the office for the issue 

of a card are sigriificantly large in the case nf Gujarat, 
Andhra Pradesh, Ta^il Nadu, U,P, and Tripura as seeJi in 
table 5. 11„ ‘ These persistant attempts at obtaining a 
card may also reflect the intense need for rationed 
supplies and/or ration -cards in the se states . 

The ac3ministrative ptoce'-'^^res adopted for the issue 
^^f ration cards differ fro’m ..state to state. However, 
there are certain general procedures prevalent in most 
states. The potehtial beneficiary is required to fp'rmally 
apply for a ration card, usually on a speemed form which 
is often priced. This application' is then processeS andd 
verified by- the civil supplies authorities^' ' > 

This stage in the procedure can lead to the . 

specting and verifying authority n^-'t being fully satisfied 
with the details provided in 'the-, application, and at times 
this causes delay in Issue and in certedn cases to 
rejectio.n of the application. Finally a card is issued to 
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the beneficiary providing him access to a fixed entile— 
ment according to the household size from a specified 
retail outlet in ttie area where he resides. 

The first step in this rather long drawn out 
procedure is the procurement;, and filling up ,of. an 
application form by the beneficiary. The application 
is most '-■•ften priced and is fairly detailed and it is 
seen in table 5,12 that though a faixly range proportion 
of the sampled household fill up the forms themselves, 
there are an egu ally large number who .require assistance 
in correctly filling up the application form. Such 
services are usually provided by touts who generally 
charge a fairly hi fee for the services provided. 

In the same table it is :seen that ao m any as 48 
percent of the households sampled reported that there 
was no inspection r-r verification prior t('. the issue of 
the ration/ card,^ ecjially large percentage of hc.useholds 
reported having tc* spend money for obtaining a card whether 
be.it in the fon of regular payments for forms and other 
services or. as unautho rised payment end speed m.-'n^,: 

It is also evid6r4t from table 5,12 that most 
hous Isolds did not have a choice regarding the retail 
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outlet, to which they were attached. However there^were 
n- table exc^tirns* as in the c^se of Ksrela>- Assam,, 

Punjab and Tripura where the choice the most convenient 
cutlet was left to the househoici. This flexibility of 
choice is by itself desirable, as it not only provides 
a hic^i degree of consumer satisfaction but also helps in 
keeping the__retail outlet in check, as a dissatisfied 
carc^holder may seek a transfer..'" . , 

Scale of Rations 

The effectiveness of the P.D.S, is, ta a considerable 
extent, dependent on the scale of rati ■^hs provided to each 
card holding individual or ho.useho'ld. The scale is usually 
fixed per ration unit, however at times it is fixed in 
terms of a certain cjuantity p.-r ration card. This 
specified; guaritum should be adequate to meet a significant 
proportion of the essential consumption regairsments of 
each individual or household, specially those belonging 
to the poorer sections, 

argued that the p>,D,S, is supposed to 
suppltmie.nt the consumption rec^iremeints which is to be 
satisfied throu^i open market purchases and self-provision- 
ing, Iji this Context it w^-'Uld be important to estimate 



a xou gh tn easu re of the^degree of self— provisioning "that 
prevailed a^ong oUr sample households#- 

• . A- * . „ 

In table 5,13 , we have compiled figures related 
to not only the percentage of households in our sample 
who resold; to self-provisioning but also the ext^t to 
which self-provisioning suffices to meet the households 
requirements. 

At the national level/ it is observed that only 
13,14 percent of the sa'T’pled h.-^useholds resort, to, . self- 
provisioning while nearly 47 percent of the households do 
net. It is also obseirved that only about 8 percs^t of the^ 
urban househo Ids^pbtain their c nsu’nption requirements from 
their family farms. While only 17 percent of the rux'al 
households are fully or partially covered through self 
provisioning, as high as 33 percent of the rural house- 

holds resort to open market or tile P,D, s, supplies. It is 
a lso signif icant to npte that the degree of self-p.ro visioning 
i s practically the s am e in both th^ surplus and deficit 
areas. 

The degree of self-pro visioning is, relatively 
higher in the Hill and VJestern regions while in the 
Metropolitan/ Southern, Eastern and Northerri region a 



fairly large percentage of our sample households are 
■■;;dep indent on market supplies. 

^^ong the individual states , and' union territories/ 
the degree of self-provisioning see^’ to be significant 
only_ In the case of sampled households in Ass-ar^/ J'F'ro-u & 
Kashmir and^West Bengal/ While in Himachal Pradesh, A, P., 
Tripura/ Tamil Nadu, West Bengal/ and surprisingly even 
in the Punjab ; the percentage of households dependent on 
market purchases is significantly high. In this overall, 
conte:;^ of market dependence in the case of a majority of 
our sampled households. , carefcl fixing_pf the stipulated 
fiS::jales of ration by the Government assumes critical 
importance. Table 5.13 also provides figures on the 
extent of needs met though self-provisioning. It is seen 
that at the national le^/el only 3.76 pei-weut of our 
sampled households claim to be obtaining supplies from 
their own farms which satisfy the households consumption 
reguir^ments right through the year, self provijsioners 
in our sanpls were able to fulfil their requirements for 

Our sample for Punjab was drawn frcm Amritsar District 
which is relatively deficient in terms of a food surplus/ 
as compared to other distrifft-s in the state and has 
substantial industrial and teritiary sector epployment. 



only 1 to 6 months of the year, 


Furthermore, it may be seen that in cur national 
sample only 7 percent of the households were being', paid : , 
in kind and of these only a negligible 1.14 percent of 
these households indicated that such kind wages fully 
meet their consutription reguirements. 

To sun> up, we can say that the degree and extent o f 
s e l f-pro visioning is se en -to be r a ther low and insignificant 
in our sample^, and so the,. fl-xi ng of an adequa te entitlgm ent 
by the goverrment is an importa n t policy variable in the 
effectiven ess of the public Distributio n Syste m., 

The adequacy of the scale of entitlement my also ■ 
be very effectively reflected by the number of ^households 
who resort to the transff=r of entitl ar'ants from friends ; 

and relatives by borrowing or conversely lending ration 

Cards. 

transfer of entitlements are presented, it is seen that 
at the national IfiV el as many as 20.5 3 percent of the 
households in our sample indicat-ad that they borrowed 
cards from friends and relatives. Borrowing of cards by 
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ixiral households essceeds that of urban households^ while 
.in the deficit areas, there is greater borrowing than 
there is in the surplus areas# vrhich Is to be expected* 

At the regional level a substantial proportion of households 
in the Nothern and Southern regions borrow cards from 
others? so also is the case in the Kill and Metropolitan 
regions. In the case of individual states, it is seen 
that the in_c;idence of^^borrowing is noticeably large in 
Haryana, Janmu & Kashmir, Tamil Nadu, Kerala and Delhi, 

A"*' 

Turning our attention to the percentage of s^ple 
household lending cards to oth ers, we find that at the 
national level ‘the figure is as high as 18,28 parent* 

The figure for rural., households exceeds th-at for urban 
houssholds and that for deficit areas exceeds the figure 
for surplus areas, 

• Lending of cards is 'most prominant in the Northern 
region while it is significant in the Metropolitan, Hill 
and Southern' regions# ' 

The exent of lending or voluntary as vjell as 
involuntary surrendering of ones entitlement in favou,r 
of others, is significant: in the case of Haryana, Jammu & 
Kashmir, Punjab, Tamil Nadu and Delhi, It should be noted 



that the reasons for borrowing/landing are spc.voific_in 
each Case, Hov/evar^ it is quite plausible to presume 
that the widespread prevalance of the- practice of borrowing 
Cards could be the result of inadequacy of the stipulated 
scales in relation to the nr'r^al consumption' requirc=ments 
of a household. While lending could be due- to the lack 
p.f purchasing power, or greater reliance on the open 
market on account of quality pf supplies and convenience 
in purchasing. 

The need for adequate supplies according to an 
appropriate scale is also indirectly aisd somewhat remotely 
reflected in the sv/areness of consumers towards the 
^quantum as well as idle chaiiges in the stipulated entiiie- 
m ent. ' , . ' ' ' 

The figures related to consumer awareness of the 
size of and changes in ^titlsment are tabulated in 
table 5,15. As seen from this table, 6i parent of the 
households sampled .at the national level reported to be 
aware cf the cjiantum of entitlenent granted to then, 

Howov-r as many as 31,89 p.srcent of the- sampled households 
are unaware of this quantum. The awareness- regarding 
entitlfT'^ent is relatively hi(^er in the urban areas as 
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co'^‘parad to the rural areas while there is hardly any 
differ-'-nce between surplus and deficit areas in this 
regard, ' ' ^ ^ ^ 

At the regional level/ consumers in the Western, 
Southern and hill^regions have a higher df-gree of av/areness 
regarding entitlef^ent, while in the Central/ North ern_ and 
Ea^stern regions, a fairly large proportion of the households 
sampled ere unaware of the cl^antum of their entitlements# 

"■■■■' . ' J. A - • jt * 

; ATtong the state S/_'househo Ids sampled in A.J5/., 
West^^Bengal/ Tripura*. Tamil Nadu, Gu jarat ; an d^^ Jammu &: 
Kashmir display a very high degree of entitlement awareness. 
However, it can be seen that in oth-r states such as 
Assam/ Bihar/_^'',P, / Karnataka and Orissa the av/areness 
of th . c^antum of entitlement is significantly low# 

'The awareness of the consumers regarding ch^ges 
in stipulated entitlement, the awareness :of .festival ^ 
entitlements, . and the drawing of such festival cjaotas are ' 
tabulated in table 5. 15, These figures shew very similar 
trends at the Nati'^nal, , Regional and St. 3 te levels# Lack 
of awareness regarding quantum and changes in entitlements 
refelect the. consumers ignorance or a certain level of 
indifference# It may, however, also lead to ideal 
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conditions for diversion and illio-al sale of ration 
supplies in the blacK '"'arket, 

Psriodlcity of Ration Issue 

The p-'riod of. ti^e over which_a- household is 
pexvitted to draw its ration enti.tle^s-nts is one of the 
most critical factors affecting utilisation and thereby 
the de.gres of access to- the P.D.S. 

_ If the permi tted periodicity of issu^e is nothin 
conformity with the periodicity of the income stream 
acc^raing to- the ben-rficiary and the', size of the cash 
normally held in hand,, there ere strong possibilities 
that the household will be unable to feilly utilize the 
facility provided* 

In, order to adequately grasp the impo rtanc e . o f 
this factor, it is essential to first of all carefully 
differentiate the working population according to those 
who recieve a regular monthly income and those who are 
recipidits of irregular incomes. The prevalence of 
regular incomes is largiy confined to the organised sector 
of the economy, (though not always with monthly periodi- 
city) while the unorganised Sfe?ctor is usually characterised 
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by irregular inco'^e flov/s. It T^ay be further emphasised 
that the prevalence of unorganised activity is relatively 
large^p in the primary and tertiary s€^tors of any developing 
economy. Within tha unorganised sector# a fairly large 
p^po portion of the working population is^_ found to be self~ 
employed and# in this case# factor incomes for this 
group, which are largly unidentifiable, are, in f^ost 
cases, more irregular as compared to the corporate factor 
incomes in the^organised sector. Moreover, households 
engaged ip primary activities or even household industry, 
are predominently self-aripioyed. These are the sections 
of ^"toe populatipn who undertake s el f-pro visioning of food 
from family farms to/ varying extents depending upon the 
size and scale of primary activity* ' . 

Like tils extent "of self -pro visioning, the wages 
paid to agricultural labour in kind rather than cash 
would also affect the need and utilisation _of the PDS 
supplies of food and other essential consumption goods. 

In this section, we will attempt to throw some 
light on the issues rBlated to_the periodicity and 
regularity of income stream,^ and its relation to the 
actual and pa!croitt<^ periodicity of ration issue. 
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Table 5.16 provides us with figures related to the 
pexG"-ntage distribution of the sampled hous«holds accnrd.- 
ingto' the if sectoral occupation, it is seen^lthit at the 
n a tional,_ regional as well as state levels, i"pst households 
in our sa^npie reported being employed in pri^^aiY and 
tertiary activities. These, as 'mentioned earlier, are 
sectcrs in which there is a substantial level of 
unorganised aconornic activity and a considerable number 
of households in these sectors are self-e^p.loyed. . Turning 
to the figures for th^e households in cur sampl^g; who-, 
reported being salf-e"plcyed, we find that^^as many as 
nearly 44 percent of all the households sampled at the 
national level fell into this catagory* The proportion 
of self-employed household seem to be fairly high in 
states such as U.P., Rajasthan, and Karnataka indicating 
a high probability of irregul ax incomes. 

We Can now turn to the extent of self-provisioning 
reported by our sampled households. Though there is 
substantial under-reporting in this regard (as the 
respondents often fear a reduction in rations as a conse- 
quence of revealing the extent of self-provisioning) , it 
is evident that. only about 14 percent of the sampled 
households at the national. •.level# seen 'tn--'- taiile' 5. IG^ 
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indulge in sel f-p revision in g - f essential co^n-odities, 
}"7hile as ^eny as/47, percent are, fully dependent on the 
n^arket. The reported situation in ths states regarding 
self-provising is -^pre or less sirriilar to the results ^ 
for the national sao’ple except perhaps in case of Assam, 
H.p^^ and Wgst Bengal where the degree of self-pax* visioning 
seems relatively higher than in the other states. 

It can_also be seen that nearly 88 percent of the 
households sampled reported that their needs could not be 
satisfied through ^self-provisioning, leaving only 12 
psrceait of the sampled ho us eho^lds r^orting to be self- 
pro visioners but to different extents. ' Of these 12 
percent, only about 4,7p percent of the households 
areported that self-provisioning was ^adequate to satisfy 
needs for a period of nine m.- nth or more each year. 

We can now turn to the information provided by 
Wage 'Saacning households in our sample regarding the 
periodicity of wage incomes earned,- ' ^ ' 

It is cl ear from th.e figurGs compiled in table 
5,17 that our sample predominantly consists o;f non-wage 
earning hou scolds, at the national level as many as 9q 
percent of the sampled households are non-wage earners. 
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p^f the renaining. 10 percent that ar^ wage-earners# as 
.p any as 6,43 perc^ent report recisving daily wages? another 
■2. 05 percent clai»n to be rcscieving weekly wages# while only 
1 percent earn monthly wages. This pattern of income 
recispts is v/idely in variance with the predominance of 
, a. monthly issue period and would go a long way as an 
important factor affecting utilisation levels* 

one o)jtains similar pattern of wage reciepts in 
-v ttie cas^e of most regihns’ as well as individual states* 
oS. predominance of daily wage fs^ciepts is irit^ the 

Case of Haryana/ Kerala# Punjab# r^ndhra Pradesh# 

r , ■ ^ 

■K am ataka and West Bengal# Of these states# only Kerala t 

and West Bengal provide a weekly issue of rations and it 
is important to note that the degree of vitilisatinn is 
much high? r in these states as Compared to the others* 

of eff active enployment in a yea^jr is 
also a useful index for the regularity of the incomes 
mcieyed. 'Pigpres in table 5. 18 indicate' the extent of 
s^ploy^mt available throughout the year for agricultural 
labour households# .of the 12 percent househ'"- Ids falling 
info this categ-'ry for the^ ^national sample#,; .only /about 
1,5 percent report to be employed for tw:^v®' months in a 
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year while as any as 7*38 percent report being employed 
fnr si 3 i ’Ti'^nths or lessj Figures related to. the rt-gi'-'DS 
a,s well as to the states reveal siniilat trends in -the 
employe ait cf agricultural labour* 

In table 5,19 we attempt a brief comparision 
beljween the actual periodicity '-'f issue reported by the 
sampled households and the preferreci periodicity of the 
Scfi^e households* - . 

AS for the actual periodicity reported, we find 
that for the country as a whols,^ ^nearly 72 percent of 
the sampled households report a monthly issue period. 
Households reporting fortnightly issue are l4,75 percent. 

At the state level we see that apart from Kerala, Delhi, 

West Bjiingal and Tripura, all the other states have a monthly 
issue period, Tariii Nadu though the issuej period 

specified by the state government is monthly, households 
seem to be reporting fortnightly as well as weekly issue? 
this is likely te be on account of the discretion exercised 
by the retailers or district officials. In Kerala too we 
find nearly 21 percent of the households reporting daily 
issue, thoui^ the issue period officially specified is 
weekly. ' 



Comparing the above figures with those obtained 
for the preferred, periodicity of purch-ises, we find 
considerable variance- At the n-^tional level only 34. f 5 
percent of the households .preferred monthly issue compared 
to 71.58 percent of the sampled households reporting 
monthly issue. 

It should be further noted that as many as 58 
percent pf . che sampled household prefer shorter .Issue 
periods namely fortnightly/ weekly and daily. In states 
such 3. s Assam and Tamilnadu an overwhelming majority of 
the households prefer a .weekly issue ■period. It is also 
seen that in the majority pf the other states; the 
preferred issue period is either fortnightly, weekly or 
daily rather than monthly* The only exceptions seem to be 
R;ij3.sthan, H,p, and Jarmau- & K:phm,ir where the predominant 
preference seam to be for a monthly issue of rations. 

All the figures carefully garnered in this section 
so far gb to indicate the high probability of irregular 
Inccraes received by a significi^nt proportion of our sampled 
households! ■ " j 

The erratic availability of purchasing power coupled 
with a monthly is.sue period which prevails in most states 
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in our country could lead to a very high degree of non- 
utilisation of ration supplies and conversely a greater 
dependence on the open market for essential consumption 
goods* ‘ ■ . ' . ; 

In such a situation, the more frequently the beneficiary 
is allowed to draw his or her rations on the of 

his needs and possibilities/-, the higher the lilslihoed of 
a better utilisation rate through the p..D,S. , This is due . 
to the fact th-.t a shorter issue period permits -a greater 
staggering of purchases -according to one's needs by 
providing -a higher frequency of purchases, bringing about ' 
the nec ess-ary compliments rily between irregular inccrae ' 
flows -and availability of essential commodities from the.' 

PDS. A shorter issue period, like a week or a fortnight, 
ha'S 'Significant beneficial consequences inrelation to the 
operation of a refeil "outlet as well, we -shall ’be ' ' 
examining some of these issue in chapter VT. 

-G amplaints andiGrievances of consumers 

Among the. various ^ccanplaints and grievances reported 
by the households, those dealing with the quality of goods 
are very frequent. 



The provision of rationed cvcmmodities of fair-/ 
average quality, is largly the responsibility of the 
administration. The quality of- goods sold under the 
P.D.S. can be affected at different states such as the 
procurement st. .ge, tr ? nsport-ition, and even a t the retail 
level through adulteration. It is not only importint to 
know the consumers ' complaints regarding the quality of 
goods made available to them,’ but also who in their 
perception is' responsible for this bad (^ality. Moreover^ 
it is equally important to know if the consumer has 
formally ccmplained to the authorities regarding these 
problems and, if not, the reasons as to why he does 
not conplain. Such responses are an important indication 
of his level of satisfaction as well as- cynicism, and 
befiects his appreciation or apathy towards the -administra- 
tion. 

In table 5,20 we first look into consumer responses 
regarding quality of goods supplied. The bad quality 
can be indicated in terms pf. the . supply of broken grain 
which results mainly fresn improper milling, supplies can 
be' insect-infested due to improper storage, packing or for 
that matter the inferior quality of packing materials used. 
Grains supplied through the P.D.S. may contain’ a large 
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proportion of chaff, and, finally, bad quality may be reflected 
in supplies contaminated with dust, sand, and other foreign 
matter. 

Consumer responses on each of these aspects of 
quality are tabulated in table 5»20. At the national level 
the largest number of complaints relate to broken grain and’ 
the existence of a fair amount of chaff. As many as nearly 40 
percent of "the households sampled complain of insect-infested 
supplies, while about 22 percent of the households ccamplain of 
contaminated supplies. It is also seen that households sampled 
in the metropolitan region seem to be relatively more quality 
conscious than those in other regions. 

At the state level, a fe.irly substantial- proportion of 
households sampled in Delhi, Gujarat, Maharashtra, West Bengal 
and Tripura complained regarding broken grain. As for insect- 
infested supplies, a large number of complaints are recorded 
in Gujarat, Maharashtra, Tamil Nudu and West Bengal. ' consiimers 
j. in Delhi, Gujarat, ' M^iharashtra'. and West Bengal also ccsmpiain of 
a large proportion of chaff in the grain supplied to them. It 
is also seen that there are a' very large number of states 
where the, sampled household complain" of contaminated stocks; 
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notable among these are Delhi/ Gujarat, H.P., Kerala, 
Maharashtra, Punjab Orissa, U,p, and west Bengal. Inspite 
these very large number of states in which households report 
contaminated supplies, it is seen that at the national level 
only about 22 percent of the sampled population report 
contamination, this is because in regard to this specific 
complaint there are wide variations among the states in our 
sample. It is equally important to note that sampled households 
in Jammu & Kashmir as well as Tamil Nadu seem to have the 
least amount of canplaints as regards quality of the PDS 
supplies. . 

In table 5,21 we have computed figures related to 
Gonsiimers perceptions regarding the responsibility for bad 
quality supply. It is clear that. at the national regional, as 
well as state levels, most' consumers hold the government 
primarly responsible for low quality of supplies. There are, 
however, as many as nearly 19 percent of the sampled households 
who feel that bad quality is due to adulteration at the retail 
outlet thereby holding the dealers responsible, only 1,3 percent 
of the households identify poor storage being the prime factor 
in explaining low quality supplies. Howeveb, it may be seen 
that in states such as Bihar, Punjab, Rajasthan and, to some 
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extent/ U .P */■ households- hold both the government as well as 
the retail dealer responsible fon low quality supplies* It 
may be also noted that in Tamil Nadu the dealer is always 
given a clean chit while poor storage -seems to be percleved 
as an important reason for bad quality. 

■There could be a whole list of reasons why consumers 
generally do not complain about the-.-public distribution system. 
However it is possible to identify some , of the major reasons 
for a lack of complaints about the p.D.S. '■ : 

First of all, some consumers may have no complaints 
because they find the system operating to their satisfaGtion. 
There may also be a certain degree of apprehension about : ^ 

responding to the issue by way of complaining as some of than : ^ 

may feel that this may further worsen the services. Yet 
another set of consumers may not complain because the^fjdo no'^ ' : 
know whom to complain to. There may also develop a considerable 
amount of cynicism towards the system which may lead to consumers 
not complaining as they are somehow convinced that it is 
useless ''to .com^iain. '^ 

In table 5.2 2-> we have tabulated consumer responses on 
reasons for not complaining. ^ It is interesting to note that . 
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as many as nearly 30 percent of the apondents had no-comp- 
14nts, these responses however, should be interpreted with 
caution as their may have been a large number of respondents 
who were aprehensive about the consequences of a frank 
response about the functioning of the system or were just too 
indifterent to really bother about the p.D.s, 

It is also seen that at the national level nearly 25 
percent of the responants indicated that they had no 
reasons to complain because they were satisfied with the 
services provided. However their were 14 percent respondents 
who did not corapla in because they did not know whom to ■ 
corrplain to reflecting a lack of awareness of the government 
machinery to even the absence of an arrangements for register- . 
ing grievances at the cousxomers level. It , is also seen that 
a fairly large porportion, of consumers, sampled display-, a- very 
high degree of cynicism and find the situation quite frustrating; 
it is noticable about 29 percent of the sampled households . 
feel that it is quite useless to .complain , This could be a 
reflection of the ineffectiveness of the redressal.- -machinery of 
the Government and thus requires immediate attention. It may 
be further added that in states like Bihar, Gujarat, Maharashtra, 
Punjab, Orissa, U.p, and West Bengai we find a very large 


number of consumers who feel that their complaints do not lead, to 
■any follov; up action by the respective governments. On the 
other hand/ Tripura and Delhi seem to be the only cases where 
3 fairly large proportion of the. sampled households report 
that they are satisfied v/ith the p.D.S. operations. 

Ill 

CONSUMERS AND THE RETAIL OUTLET; 

In this section we examine various facets of the 
important relationships that lirOc the consumer to bis retail 
outlet. An attempt is made to look into two imporatnt 
aspects in terms of the consumers* perspective regarding the 
retail activity. First of all, there are various issues 
related to the location of a .convenient retail outlet as well 
as those pertaining to its regular opening. Secondly, there 
are a set of issues related to the quality of retail services 
provided at the outlet as well as the required salesmanship of 
the retail dealer. An amicable and cooperative attitude tovfards 
customers is often deficient in state trading and this can 
only aggravate the degree., of cynicism towards the p.D.S. 



Location and Timing of Retail aGtlvity; 

The urban areas generally have a much denser network 
of retail outlets or the E.P. Shops. This is quite understand- 
able as the number of shops and their location is really 
related to the density of population in specific areas. 

However in rural India the network of retail outlets is not 
as dense and their may be regions where there is just one 
outlet for a number of villages. . 

In table 5.23 it is seen that at the national level 
as many as 87 percent of the sampled househol 3s (rural) ; 
reported having a retail outlet in the village itself while 
only 9.47 percent reported ncft having a shop in there own 
village. This means that in the c-'se of nearly 10 percent 
of the rural households sampled, one has to travel to some 
other village for the ration supplies. The percentage ox- 
sampled households reporting no retail outlet in the same 
village was found to be felatlvely higher than the national 
average in the Northern, central and Hill regions, - Nearly 95 
percent of the rural households in the Sourtheirn region ,r^or~ 
ted having a retail -outlet in the same village; even 
Western region seems to have a fairly well-dispersed netw-ork 
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of retail, outlets* ■ 

CaTiing to .the stares, one may note, that more than 
20 percent of 'the sampled rural households in Bihar and U,p,, 
reported not having a shop in their village. Any l-c'k -of 
correllation between these results and the degree of utilisa- 
tion obseirved for our sample only goes to indica'^ that the 
mere existence of a retail outlet does not automatically lead 
to better utilisation. 

Also related to the issue of l.ocation is the distance 
which has to be covered by the consumer to reach his retail 
outlet. Furthermore^ the time taken to commute to the F.p.s. 
would also reflect the effort involved in obtaining the P.D.S. 
; supplies . ; 

. Iri t.ible 5.24 it is seen that as many as 86*. 7 2 percent 
of the house-holds sampled at the national level report 
residing within 1 to 2 kms from the retail outlet, this only 
goes to show a fairly well located net work of retail outlets, 
speGialy from the point 'of view of consumers . Similarly at 
the national, level about 80 percent of the sampled ’households 
also report having to spend upto 15 minutes in ccmnuting to 
the retail outlet while as many as 13.71 percent claim to be 
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spending between 15 and 30 minutes cari'nuting to the shop* 

At the state level we find that a significant number 
of repondents report the retail outlet being more than 2 km 
away in states such as Bihar# M.P,# Himachal Pradesh# and 
Rajastihan. Figures related- to the time taken in commuting to 
the F.P.S. in these states also goes to show that greater 
care is needed in locating shops in an effort to minimise 
indonvenience to the customers. In this context# one may 
note the case of Tripura where though as many as nearly 90 
percent of the, sampled households report the shop within a 
distance of 1 km.# as many as nearly 30 percent of .the sampled 
consumers in the state report spending 30 minutes or more in 
commuting to the shop* These ij:k:onv6nience may be on' account 
of in appropriate location compounded by other factors such as 
difficult geographical terrain in the case of hill districts 
or other inaccessible regions within a region. 

As for the mode of transport used for commuting to the 
retail outlet we find in table 5.25 that most ;consumers : 
commute on foot. However# in some st-'tes like Bihar, 

Punjab, west Bengal and Tripura, consumers report the use of 
bycycles. The responses recorded relating to costs of 
ccmrauting are rather poor, this may be due to the. fact that 
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no monetary cos'^s are involved in the case of most of the 
consumers in our sample. This, however / does not rule out 
other costs such as -the time spent as well as the physical 
effort involved in getting one's supplies. 

Though the network o'f shops for the distribution of 
essential rationed commodities seems fairly impressive/ it 
is important to examine its regular functioning along with 
issues such as stocking and' sales. Some of . these issues have 
been dealt with in greater detail in chapter VI. However in 
this section we would like to examine the consumers responses 
regarding the opening of fair price shops. Most rati «on shops 
are required to be open during specific hours of the cfey/, and 
in practically all cases fot__six days in a week. The .timings- 
of ficially -'fixed for the opening^A■of''a in an extremely- '' 

important factbr determining access to ration supplies. If, 
for instance/ these timings are., not suitably fixed_ it is ■possible 
that a, large number of working people^ may not be able -to-, ^are 
time from their regular occupations in order to buy the PDS 
supplies. It has been seen that in some states shops open 
early in the day and again late in the evenings providing 
working people in the area a suttable time to. buy ti^eir 
rations. However/ there are. other cases where the' opening 



of ration shops generally clashes with regular work timings 
and this leads to the lapsing of entitlements* For example 
in Kerala rationshops open early in the day and again at 
6 p.m* to about 8.30 or 9 p.m. This enables working people 
to visit these outlets after vjorking hours. On the other hand^ 
take the case of Delhi/ yhere most shops remain open during 
office hours leading not only to lapsing of entitlements but 
also overcrowding on holidays. 

Apart from the retail timings for each outlet/ it would 
be interesting to examine the consumers responses related to 
the number of days in a week on which they find the shops 
open. Of course/ even the opening of a shop for six days in 
a week may not mean much if the shop is not properly stocked. 
However/ the number of days in a week on which the shop does 
open indicates to seme extent the regularity v/ith which the 
retail network is operating. We have computed the responses 
of our sampled household on this issue in table 5.2,6., It may 
he noted that both the national as well as regional situation 
seems to be satisfactory as nearly 70 percent or more of,,. the 
respondents reported that the shop wa,s open for six out. of the 
seven days in a week/ except in the B-. stern and central regions 
However/ in the case of some individual states the results as 
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seen in table 5.26 are far from satisfactory, in as many as 
5 out of the 19 states & Uts covered in our survey we find 
that only 50 percent or less of the sampled consumers report 
that the shop was open for six days in a week. Notable among 
these are M.P Haryana and Rajasthan vjhere 20 percent or 
more of the households in our sample reported that their shop ■ 
was open for' only one day in a week, ^"iore than 30 .percent . ^ 
of the respondents in Punjab and Rajasthan reported that their 
shop opened for only 2 days in a week, while as many as 30 
percent of the respondents in. West Bengal reported opening of ' 
shops for only 3 days in a week. On the other hand, in states 

such as Kerala and Tripura nearly all respondents reported 

• . ' ; ■ ■ ' ■ ■ ■ ^ 

opening of s.hopvS for six days in a week. 

Retail Services Perceptions of Consumers Regarding the 
Behaviour of Retail Dealers and Services Provided 

The amiability of dealers towards their customers is 
an Important behavioural aspect of retailing under the Public 
Distribution System.-. Public facilities, be 'they utilities or 
other services are often marked by a “couldn't care less'* 
attitude. This not only reduces the credibility of public 
institutions but also leads to a'high degree of cynicism 
among the people towards goverrsnerital efforts. 
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Ij 5 table 5,27 It is seen that at the national level 
as many as 80 percent of our sampled households reported 
that the retailers behaviour towards them was either very 
good or good while the remaining 20 percent considered the 
retailers behaviour as not good or even hostile* At the 
regional level retailers ' behaviour was reported to be the 
poorest in the central region. It may also be seen that in 
Bihar, U.P. and to some extent in Tripura, a fairly large 
proportion of sampled household are not happy with the 
retailers behaviour towards them. 

Purther more in table 5,28 we observe that as for some 
other aspects of retailing such as promptness of service, 
weighment of supplies and providing information to the 
consumers, there are a fairly large number of sampled households 
who do not seem happy with the situation. 

As far as pranpt servicing is concerned, li.P:, and Tripura 
stand out among the states in as much as a fairly large nxomber 
of respondents complain of slow service. As for- responses on 
proper weighment, we find that the situation is far from 
satisfactory particularly in U.p,, west Bengal, Kerala, 

Punjab and Tripura; so much so that at the national level 
nearly 20 percent of our sampled, households are dis-satisf ied 



with v^eighment and often suspect under- weighment. This is 
a serious problem and can be, considerably reduced through the 
supply of pacJced and standardised commodities, A fairly 
substantial proportion of the sampled population also are 
seen to complain about the adequacy of information provided 
by retailers* This problem seems quite serious in U.P.# 

Tamil Nadu Haryana , H.P,# Rajasthan/ West Bengal and 
Tripura. , . . . ■ ' 

Time spent by consumers at Retail Outlet 

The' time each consumer spends at the retail outlet in 
order to procure rationed supplies would very depending upon 
the efficiency with which consumers are served at each outlet* 

A very large number of cards attached to any particular outlet 
may cr®ate congestion and delay in servicing. Moreover/ delays 
may also be on account *of the cumbersome 'procedures adopted 
to register sales and issue reciepts. 

In table 5,29 we have also tabulated results related 
to the average time spent by each consumer at the retail 
outlet for the purchase of the entitled quota* it is seen 
that at the national level only 39 percent of . our sampled 
households report having spent upto 15 minutes.. at the F.p^S./ 
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about 23 percent; report spending 15 to 30 minutes .in . procuring 
commodities/ .while as many as 31 percent of our sampled 
households report having to spend 31 minutes and more » it 
may be further noted that/ of these as many as 13 tb 14 . , 

percent of the households'' report having to spend more than an 
hour at the ration shop. This reflects the inconvenience 
caused to customers and may also be considered^ as'" an important 
cause for non-utilisation' of the P.D-.S. In practically all 
the states except perhaps Gujarat/ Tamil Nadu and Tripura^ 
there are clear indications of consumers having to spend a 
great deal of their time waiting to be serviced at. the retail 
outlet. ■ 

: : 1' : : ■; ■' IV , ^ " 

SOME SOClO-ECONOiilC INDICATORS OE THE SAMPLED ' 

POPULATION AND THE ' NEED EOR TARGET GROUP ORIENTATION .. 

During our sample survey 'we also' a obtained some , ' 'O 
information related to some broad indicators of soc ip- economic 
status of the sampled households. -This inf oimiat ion was 
collected for two important reasons^; firstly/ information 
related to the socio-economic status of households would 



help us in analysing, to seme extent, not only the condi- 
tions of life and livelihood, but also in identifying . ■ 

specific states and regions .whexe such conditions# v^rrant 
a sharper and more effective thrust in regard to public 
distribution. Secondly, to observe and analyse the possible 
correlations that may exist between these indices and the 
levels of utilisation of the Public Distribution System that 
obtain at present in the diverse: regions of the country. 

Within the constraints of time and ^resources; we were 
only able zo collect information regarding a few simple but 
useful indicators of the socio-economic, conditions of our 
sampled population. These vjere. the levels of literacy and ' 
training of the members of the houseihold, the avert* ge size 
of the family, the age structure of households .'and the average 
earning profile of each family, the type pf dwelling unit • 
occupied and its ownership and also the, profile of household 
expenditure. The most vulnerable sections of our population 
are generally characterised by very low levels of literacy, 
large family size, often exceeding 8, to 9 members per household 
often accompanied by a large number of children (dependents) 
per family,' and also a larger n\rrvber ,af non-sarne'rs per family. 
In addition the most vulnerable sections of our population 
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live in dwelling units often constructed frcm. impermanent 
material or ‘kutcha* houses# and the family ej?pienditure is 
often marked by a predominence of food expenditure* 

In tables 5*30 to 5.34 we have computed the percentage 
distribution of our sampled households in accordance cirtts 
some of these socio-economic indicators# and# it is clearly 
evident frcm these figures# that the general conditions of 
life and livelihood seem particularly adverse in some regions* 
States such as Bihar#;,..?l.P.#, Haryana #^ i^ and Kerna. taka 

fall into this category . on the basis of our' sampled population. 
It has also been seen that the working of the Public Distribu- 
tion System from the consxMers 'point of view is also far from 
satisfactory these states'. in Particular, Infact# this 
important correlation between the conditions of life and the 
functioning of the P.D.S. can be very clearly brought out on 
the basis of the primary data that has 'been generated by our 
study. - However we have not attmpted at present such an 
.ex-»ercise. Keeping formost in our minds t^ basic objectives 
of the public distribution system it may be said that in these 
regions or states there is an immediate need for certain 
'concrete changes in administrative design and policy in order 
to effectively improve the functioning of the p.D.s. 
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chapter VI 

THE FUNCT TONING AND VIABILITY OF FAIR PRICE -SIOPS 

The regular and effective functioning of public 
distribution in essential commodities isvcriticaily 
dependent o^n the operations and viability of the retail 
outlets licenced for tiie purpose. In order to assess 
their performance a detailed san^le survey was undertake, 
covering 216 retail outlets spread over 19 states including 
some union territories. Details regarding the methodology 
adopted for the choice of the sample can be .seen in ■. 
Appendix The data computed on the basis of our survey 

looks into the relevant variables at the national, regional 
and state levels. Rural, Urban and special areas, as w^l 
as for private, co-operative and departmental shops. 

This chapter has been de vide d into three sections 
the first d<-als'with the major factors affec ting the . 

proper Sanctioning of Pair Price Shops. While the second 
looks into the actual operations of the retail outlets in 
terms of the four main fianctions of any F.P.S, namely 
lifting and stocking of commodities, its regular sale, 
various consumer services provided, and the proper 



266 - 


mentainance of records. In the third part we present our 
results related to the viahility of F.P.S, 

I ' 

Administrative Factors affecting the functioning and 
viability of Fair Price Shops; 

Apart from_ some Very in^rtant general factors 
affecting F.P.S, operations such' as the adeguacy of 
central allocations, the augmenta'tion of supplies throu^ ;v: 
the states own procurementi and the extent of coverage, 
uiere ard two sets of specific factors that need to be 
analysed in dome detail, T, he first set of factors, are 
related to the administrative arranga^^ents made for public 
distribution and which directly affect the operations " 
and viability of licenced retail outlets* These admini- 
strative afrang^^ts have already been elaborate^ on 
the basis of discussions and secondary data in Chapter IV, 
However, in this section we lobh into our emp eric al findings 
to re-tnforce some of ihe issues already raised arid sharpen 
our focus on the basis of primary data collected through our 
sanple survey* Some of the important' variables that directly 
reflect the a^inistrative arrangements are the number of cards 
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or ration units attached to each retail '^utlet, the location 
of wholesale stocking d^ots^ delays caused by various ^ 
administrative formalities that are to be completed prior to 
lifting and replenishment of stocks, and the regularity or 
frequaricy of adequate inspection, Mcvreover the administrative 
arrangements for looking into grieviahces of F.P.S, dealers, 
and the general corr^ilaints of the dealers related to nojcmal 
functioning also reflect the administrative support provided. 



The data Cj;q^5Utr^,.i.n table 6, 1 and 2 looks into the 
numb^xr-'^'f^ation cards and units attached to each shop 
in our sample. The administrative decision regarding the 
number of cards or ration units to be served by each shop, 
has a vital bearing on two major objectives of public distri- 
bution. On the ene hand, the number of cards/units attached 
determines the potential turnover that can be achieved in 
each shop thereby leading to the financial viability of the 
retail outlet. On the other hand, the card/unit population 
also determines the degree, of Consumers access available to 
those attached to each shop, iii turn leading to the proper 
and adequate utilisation of public distritution facilities 
the consumers, ■ ' 


- 2^8 - 

A large nimber of cafds or unita atbached to a shop 
may improve the p^'tential viabjltty of the outlet but at 
the cost of consumer access,' unless ade^fuately efficient 
retailing within the stipulated issue period and the 
regularity and adequancy of sales and stocTcing is also , 
achieved simultaniously, Therefore, whil'e deciding on 
the population to be served by any particular outlet, 
careful consideration is rec^uired for attaining the right 
Jaal^ce between these two objectives. ■ 

In table6Tr~'afid~.4i.2we have Confuted for the sairple, 
figures on the number of cards as well as units, attached 
to shops. These are average figures for each state, 
region and for the national level, th'^ugh in individual 
cases figures may vary from shop to shop. The number 
of ration units attached,, provided a more acclirate figure 
for purp.g.se of estimating viability, while the number of 
cards also gives us some idea as to the overall time 
taken to service customers throughout the issue period. 
There Could be casos tshere the number of cards attached 
is such that it may not be physically possible to 
effectively dislxirse entitled supplies to all, thereby 
leading to exclusion of some c-^nsumers from PDS. At the 



national level as many as 20% of shops have less than 
2000 units attached to each them while at the other 
extreme there are a many as 38,5% of shops in our sample 
that have more than 4000 units attached per shop. A very 
significant percentage of shops (15.7%) service units in 
excess of 7000 units* 

The figures for co-operative shops are worth menti'-'ning 
as 25% of all co-operative shops in the country in our 
sample had more than 7000 units attached to each of them. 
Whole nearly 55 per cent of the Departmental shops in our 
sample had less than 2000 units each while their capacity to 
handle customers was always observed in the course of 
field visits to be much higher than private, and co-operative 
shops, . 

As for the number of cards attached to each shop the 
average at the national level shows that ab^ut 47 per 
cent r^f the shops have less than SOO card each, while 
only 4,6% of the shops have more than 3000 cards attaches^ 
to the shop. Considering the average family size to be 
around 6 members, the persons attached to these 4.6% 
shops are at a staggering level of about 18000 and with 


d'xe pXeaeTit level ot retailing it may turn out to be 
physically impossible fi^r an average F.P.S* to meet the 
ration recjiirements of so many'p^pleo’ 

We observ^' that in the hill regi'^ns nearly 67 per. 

Cent of the sh^'^ps had less than 2000 urxits attached to 
ehchs shop with 80 per cent of the shops having lass 
than 500 cards each casting serious doubts on the 
viability of these shops on this account. So also was 
the case dn the; Northern region both in terms of ration 
units as well as ration cards attached to each shop in 
our sample, At the state laved a very substantial perc.entage 
■of shops sampled in states such as Asseffn# Himachal Prade^j 
Orissa and Uttar Pradesh had less than 2000 units casting 
seri'^us doubts on the viability of these outlets, Gujarat^, 

Waharash'-.ra- Rajasthan.- Wtjot Nadu tha 

number of shops ha\'ing.more than 6p00 nits each was of a 
si gnif-icaiit magnitude and cpuld p'-ssibly be adversely affecting 
Consumer access, often leading to long cjieaes and conjestion, 
as sometimes observed at shops in Tamil Nadu, 

In Assam, Bihar, Himachal Pradesh,- Punjab, Orissa 
and Uttar Pradesh the proportion of shops with less than 
500 cards each was of a significant magnitude while in 
the case '">1 Gujarat and Jammu & Kashmir there were a fairly 
high percQitage of shops with more than 2000 cards each. 
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In Uttar Pradesh nearly 12 percent of the shops had more 
than 2500 cards each. In WeSt Bengal it is seen that nearly 
77 percent '^f the shops in our sample had more than 3000 
cards attached to each of them. This was mainly owing to 
the system of individual cards. However, there are nearly 
50 percent of the sample shops in this state which have more 
than 5000 ration units attached to- each sh-ps, 

Rati'-ned and Non-Rationed Commodities • Sold. 

As a general rule, in most states a retail outlet is 
not allowed to sell non-rationed commodities form the 
same shop floor, However, in some cases the sale of non- 
rationed conmodities are allowed in order to provide a 
certain level of viability in retail activities# The 
non-rationed commodities allowed to be sold are most 
often other than the corrmodi ties supplied und--r the P^s, 

The disallowance of sale of non-rationed commoditi.i^s is 
with the intention of avoiding adultsrati'^n of corrm'-dities 
like rice and sugar, which are available in various grades 
of quality in the open market and also to make sure that 
P.D,S. consumers are n^^t neglected at the cost of general 
consumers. There is a strong possibility of retailers 
pushing the sale of non-rationed commodities having a 
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higher rate of return at the cost of ?.D. S. iteiTis* 

Moreover# the simultane-??us sale ■^f rationed and non- 
rationed- commodities from the same shop floor Is avoided 
in order to reduce the possible' tying up of sales of 
slow moving non-rationed items with rationed items lik-s 
sugar# edible.oil, and Kercsen.©, . ’ " 

In table 6,3 a large number, gf states are observed 
tC' be selling -both rati'^ned and non-rationed ' commodities. 

In most cases non-PDS it®ns are also allowed to be sold 
in order to improve the viability of PPS# but there are 
notable exceptions in the case o.f Himachal Pradesh# 
Maharashtra# where the same corrmodi ties both rati ^'^ned 
and non-rati.-'ned are sold from the same shop flo'or. This 
may have serious consequences on 'the proper functioning of 
PDS in these state, • In Gujarat nearl" 58 per cent of 
shops were found to be selling free market food grains 
along with rationed items# while 33 percent of the shops 
were selling free market sugar along with rationed sugar. 

In Karnataka a v^-ry large proportion of shops were selling 
op (31 market cerials from the rationed shops-. So was the 
case in Maharaditra# Tamil Nadu# Jammu & Kashmir and Tripura 


as well* 



The shops selling ojjan market eclibl.e-,-r\il 3 . should* corne '■ 
.in for special scrutiny due -fco the large-scalei.pn.ssibi- V. 
litiKS cf adulti^^ ration and mixing with’ rationed -edible dils, ' 
often leading_to di.y^ rsion ..frn.m.,the PD3 as • well '-th.e devastating 
effect this has on the open market prices of edi&l-^Vbil,;-/ 

AGS PROFILE OF FAIR PRICE SIOPS 

Pi res .on the age pro file nf. Fair Price Shops ' indi— 
cate how well established’ the : dealer is, as over a * " 

period o,f time.-'a deal'er /tends to ’settle down to knowing;’ • ' 

the proe-'.and cons- of ■his retail' The profile ”" ' 

also provide^ us with an .idea o’:f. the number o£ shops that" ^ ’’ 
are new or only a few y-ars old' which may at "times indicate 
the’ place -f the licencing process and the so called ‘mortality 
rate* of F.P...S, This can be treated as -an important indicator 
of viability in the sense, that persistant non-viability leads 
to closure of ’PPS. ^ 

It table 6.4 we see the number of shops cl^^sified , ' " 
according to. the number of years they have held the 
licence and have been in the’ retailing activity. At the 
overall natim'al level, we find that a fairly’ large proportion 
of our sample shops were not able to accurately indicate the 
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year of establishmenlfi 'However# 38 per cent the sh-^ps 
were m^^re than five years old, while only 4 per cent of the shops 
were new in teanns of being in public distribution retailing for 
less than a year. The probl^ of no responses were 
particularly high in the case of departmental and co-operative 
shops, as in most cases shop assistants on duty who were our 
resp'^ndents, did not know the accurate date of establishment 
of the outlet, 

At the regional level too the general tendency ob- 
served for most areas was to have a large proportion of 
shops which were more than five years old. At the state 
level except for Raja sthany^ Kashmir, Qajarat, 

Maharashtra and Tamil Nadu where the lack r>f responses -d 
on this guesti-ns were very hi^, --ne does get a fairly 
clear picture of the age profile of the shops. In most 
cases, a very large -and substantial proportion of our 
sampled shops were old and presumably well established, 
being more than five, year old. In conditinns which are 
often claimed to lead to poor viability it is surprising 
that in m'^st states a large number of p.pV^S, have managed : 
to retain an interest in PDS retailing inspite the allegedly 
:ftlo:Hj:retu^fh,:.; 



Among the states where more than 5o per cent of the 
shop sampled have been in business for 5 years or more 
are Assam, Delhi, Himachal Pradesh, West Bengal, and 
Tripura. States with a large proportion of relatively 
nev7 shops in the age gr^up ^f 1 to 4 years are Bihar, 

Madhya Pradesh, Haryana, Punjab, Orissa, Andhra Pradesh 
and Uttar Pradesh. These may indicate a rapid rise in 
licencing during recent years following the (emphasis on 
the 20‘-point progreamme) and also to some extent a high 
rate of 'mortality' and presumably relatively poor viability. 

Location of Wholesale Stoclcina Depots; 

In m^'St states at present, the dealer is required to ■ 
lift each consignment fr-^m the wholesale agency assigned 
to him, so that after having cleared the administrative 
formalities of stock verification, indenting and payment, 
he is required to make his own arrangement for transpor— " 
tati-on and lift the entitled stocks from ^ne or sometimes 
more than i^ne wholesale hutlet. It is generally observed 
that a Considerable amount of time and energy is desipated 
in this process, sometime leading to irregular stocking and 
sales. ^ The timely and regular lifting of commodities and the 
cost of transportation entails the appropriate locati'-'n of 
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«rhol esal e depo ts vi s~a-vi s the retail, outl et, Fu rthermo re# 
the existence r'f more than one wholesale stocking point or 
Tiultiple stocking points for different conniodities places'^ 
severe constraints oa the iwgular operati^-n of retail 
dealers, vas it enhances the cost, time arid inconvenience in 
lifting stocks, " o 

la table 6,5 we have compiled figures for the 
number of shops required to , lift- their consignments from 
one source and those lifting from liultiple sources. 

At the national level# it was. found that for our ■■ 

sample# 39 per cent of the" shops lifted their supplies 
from the same source where as h^^ as 42 per cent of the 
shops wer:- required to lift their consignments from different 
sources, thereby creating the po s£ibi,Iities ^ f c>'nsiderable 
delay and additional cost, 

in our saiTple lifted 

Consignrnents from the same source# in the case of co— . 
operatives and private sh'-'ps# a fairly substantial 
portion of the sh'^ps were r^or ted to_ be lifting their 
consignments simultari^usly from two or more sources. 

The picture is similar for both urban and rural shops. 



At the regional level# the Eastern and Southein 
regions reported a fairly high pir-pcirtion ’- f sh^'ps 
lifting supplies from different sources# while in the, 
hill region nearly 81 per cent of the shops lifted ■ 
their supplies fr^m the same sr-nrce. At the state level# 
special mention should be made of Bihar# Haryana# Kerala# 
Orissa# Andhra Pradesh, West Bengal and Tripura# where 
most shops were reported to be obtaining consignments of 
various ccrnnodities from different wholesale depots# 
probably leading to serious time and cost constraints in 
terms of hi^ transport cost as well as administrative 
arrangements, 

on the other hand# states# such as Assam, Madhya 
Pradesh# Himachal Pradesh# Jammu & Kashmir, Maharashtra 
and Tamil Nadu have most shops lifting supplies from the 
same source. 

The existince of multiple wholesale stockists may be 
due to very genuine reasons such as the need for stocking . 
edible and non-edible commodities (like, choking fuel ) 



seperately. However/ in such cases affc-rts should be made 
to locate these at a rnininiuur distance from each -■'"her. 

There Could also be problems such as inadequacy of storage 
capacity in some regi-ns. Their are also possibilities 
of various, pressures on the -state governments to grant 
licences to a large number of wholesale agencies irresp- 
ective of the actual need wholesale stocking points 
leading to unnecessary duplication of administrative 
agencies and an unwarrented escalation of time and transport 
cost for retailers. 

TRjaJSPORr GOST OF FAIR PRICE SliDVSt ' 

Transport cost constitutes an important Component in 
the ov'-rall costs of running a PDS outlet, it varies with 
the location of the FPS and in inaccessible areas is oft^ 
found to be very hi^. Tran sp-^rt costs are usually met 
by dealers and depends largely on the distance to whole- 
sale- depots/ in case where different sto. eking points for 
each comnodity exist, these costs tend to multiply, Addi- 
tionally,^ ^m dealsrs have to depend on; private transporters 
and the means of transport- also vary with the size o,f the 
consigrOTcait to be lifted. Private transporters are often 



highly organis'-d and. ■'the rates are largly dictated by them' 
and in aiddition there is' a pir^blem rf transpd'irt n^t being 
regularly available. Thus transport cost hot'V'.nly varies 
over different regions and states# it also affects the 
viability ■^f shops# n^t to menti'-n regular stock availability 
at the retail outlet. 

In table 6.5 we have computed transport Cost per 
quintal for each commodity, At the national level the 
average transport cost per (^intal ^f wheat, rice and sugar 
are observed to be Rs« 3. 15.# 2,98# 3.45 respectively; ' It is 

observed for our sample that the transp'i^rt costs for 
departmental shops are genereilly' reported to be much lower 
than those obtaining in, co-operative and private FPS. The 
transp-^rt cost rural shops for all cdmpodities is higher 
than that for urban shr>ps. This is understand able -because 
m.-.st rural FPS are often located in far-flug areas and their 
access to wholesale depots is poor compared t-^. the urban 
shops,' , ' ' ' 

However, at the regi^-nal level .the highest transport 
Cost reported varies from commodity to conmodity. For 
wheat highest transport cost per c|aintal is reported, from 
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the Northern regi-n and is also revolted being hi^ in 

idle hill regions. ■ For rice transport cost is observed 

tc- be relatively hi^er for the hill regions/ while for 

sugar both the hill and the Eastern region stand out in 

terms high transport cost, it can be generalised 

that the transport cost in the hill region is the hipest 

possibly due to the inaccessability and distant location 

of FPS from the wholesale depots, At the state level 

Assam/ Kerala/ Tripura reported fairly high transport 

cost for wheat, Assam, Kerala, Tripura, Orissa and 

Jammu & Kashmir also reported substantial . ' transport 

cost for- rice as well as sugar, f • r. o*' 

In the case of sugar. Assail again reported high transport 

cost. These states are characterised by difficult 

geographical terrain and often many of the FPS are located 

at great distances from the wholesale stocking point. 

Transport arrang^ents in this region are «i»reliable and ~ 

JUipiredic stable, and availability of transport facilities 
during the monsoon season is very poor. Road conditions are 
also observed to be poor in these regions,^^^^^^^^^^^ 

In addition to the extence of multiple stocking 
points is the equally important issue concerning the 
regular and timely functioning of wholesale agencies. 



VJe are able to throw some light on this problem on tfee 
basis of d'-alers responses regarding deliveries on a 
fix^d day and during specific hours, . Irregular working 
hours observed at the wholesale depots can create a- 
whole host of problems for retail dealers/ "such as 
G-ngestion leading to improper weighment, and inordinate 

dal ay S/ seriously affecting the retail operations, 

* ■ - 

These result in table 6, 5B, should however be inter 

preted with''cautibh as their are a---substan,ti.al proportion 

of shops not' responding to this issue in some states. 

At the national level the percentage of shops claim 
ing that they are served at a fixed date and during 
specific hours, is as high as 65',7"^per cent while those 
complaining of irregularity is a low 7,4%, However at th 
regional level, irregularity of wholesale -operations are 
indicated in the case of the Northern Western and 
Metropolitan regions,^ 

At the state level .the picture se^s relatively : 
clear with most respondents in Assam, Bihar, Kamataka# 
Kerala, Orissa, Andhra Pradesh, Uttar Pradesh and West 
Bengal indicating the existence of fix€?d days and hours 



of deliveiY at the l^holesale depots? whi3.o in the 
case of Delhi, Madhya Pradesh, Giijarat, Haryana#^ 

Himachal Pradesh, Maharashtra, Punjab,- Rajasthan, Tamil 
Nadu and Tripura the responses are poor. The highest 
paroportion of respondents complaining '^.f irregular 
wholesale operations are found in Tripura and Jcanmu & 
Kashmir, and it is interesting to note that in 
latter Case deliveries are made at the shop floor in 
order to overcome the timeatid cost constraints faced 
by retail dealers, but it seems that these delivery 
arrangements could be egaally irregular, and need 
to be reviewed and properly planned. 

Time Taken -fco Complete Vari'^us Administrative Formalitiesi 

The time taken by retailers to Complete various 
administrative formalities such as payment, stock veri- 
fication and identing would be affected not only by the 
distance to be covered inorder to reach the concerned 
Civil Supplies Departmental office often located at the 
taluk head quarters, but also by the numbrr of times such 
visits are 'reguired in a month. The frequency of visits 
would be Indicative of the time taken to clear these for- 
malities which depends on the adequacy of staff and related 



As for the distance travelled as seen in Table 6,6 we 
have divided the total responses into three groups# the 
first claming the distance travelled to the Civil supplies 
Department be less than a kilo metre# the second tra- 
velling a distance of one to' five kilometrea# and the third 
having to travel more than five kilo metres to complete 
the stipulated formalities* 

At the all India level about 53 percent of the dealers 
claimed to be travelling more than 5 kilo metres to reach 
the concerned office for clearing administrative formali- 
ties* Quite understandifoly the number of respondents 
in rural s’*", covering distances of more than 5 kilo 
metres was higher than in the case of urban respondents* ' 

The southern region stands out with more than 6o 
per cent of the respondents having to ^ travel more than 5 
kilo' metres! .The- situation is no better in other regions# . 
perhaps with the exception of Metropolitan respondents^^ 
hut even in this case as. high as 50 per cent of the 
dealers have to cover distances of more than-5 kilo metres# 
while 4C per Cent of the shops in this region seem to be 
located within a radius of one,, kilo, metre from the Civil 
i^ipplies Office* 



At the state level# in practically all the states 
more than SO percent the respondents claimed to be 
ccyering a distance ''f more tb an 5 Mlo metres to reach 
the department indicating# substantial time vSpent on 
travel alone, 

Jfereover# the number of dealers requiring more than 
one visit each month was very high ip the case /^f most 
states except in the case of Kerala snd Tripura as Se^ 
in Table 6,6# Indicating inadequacy of staff or infras— 
tanacture to deal with all the 'dealers; in the specified 
areas or due to various others factors* 

greo^rency of Inspectiont 

Keg'll at and timely inspection of retail outlets is 
an irrportant instrument of vigilance and monitoring 
of retail activity. This cruciai administrative function 
which often represents the ‘cutting edge’ of the admini- 
strative machinery often gets blunted and inaff^tive 
depending upon the mobility# morale# and motivation of 
the inspectorate. We have ^ ready Commented on thes 
issue in ch^ter 4# on the basis of our field level 
discussions and observations, ' ‘ ' a 



Howeve-r ''■n the basis of '^ur survey data we C'-'uld ^ 
furtht^r substantiate the pr^'blem of regular inspection. 

In table 6.6 we have tabulated on the basis of 
dealers responses as well as cross checking of entries 
in inspection books whenever available# or the signa- 
tures made on sto.ck books# the frequency of inspection 
in our samplei shops. 

It is encouraging to note that inspite '^f the various 
problems faced by the inspecting staff, only in the case 
of 20 per C 0 Tt sh'-ps at the national level were their 
indicati-ns of irregular visits by the inspector. 

At the regional level the irregularity of inspection 
seened marked in the Northern and Hill regi •-'ns while 
in the case of the Eastern region fairly regular insp- 
ection was indicate(d» 

At the state level the most irregular inspection 
of retail outlets were found in the case ‘-if Bihar, 

Madhya Pradesh, Gujarat, Himachal Pradesh, Kamataka, 

Punjab and Rajasthan, in these Cases the percentage of 
dealers not responding accurately on this issue was also 
large# This may also be .due to the inhibition of most 




dealers to corrment on this matter* T'lis fear towards the 
departmental authorities is clearly reflected by the very 
large prrportion of dealers in m-st states having 
made no written complaints to the authorities though they 
were rrrsst freely making verbal complaints regarding their 
problems with the authorities* The only exceptions seem 
to be our sarrpled dealers in Kerala where about 5o per 
Cent claimed to have made written complaints to the higher 
authorities as seen in T^tiLe 6,7* . 






The cortplaints most often made by retail dealers 
regarding the relationship with the Civil Supplies 
Departments or related to administrative agencies reflect 
the administrative areas which could possibly be in 
need of improvement though appropriate changes in policy 
and administrative procedures* 

i^nong the most common problems faced by- dealers- are 
pro'curemerit ci f licenc e and its timely renewal, probl ems 
related to the regular deliveiy of goods, the clearing 
of the n^essary ac3ministrative formalities such as pay- 
ment, indenting and stock verification, complaints related 
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to the operatinns nf thie’ who-lesale agencies# the poor 
quality of supplies# and the poor quality of packaging. 

The percentage ' of 'dealers complaining about any 
of these problems helps us in gauging the relative importance 
of some the administrative areas that may possibly need 
improvQTient, . 

■ In Table 6,7 we record the responses related to 

if.- ■'* ■ 

these compraints for our sample# . At the national 
level the largest numb'^r ^f responses were in relation 
to irregular delivery of goods# the poor quality of 
supplies# and the poor quality of gunny bags . At the 
state level their were generally very low response on 
all the i ssues. listed in , states such as Delhi, Madhya 
Pradesh# Gujarat# Haryana# Hj^machal Pradesh# Jamrnu & 

Kashmir# Maharashtra and Tamil Nadu, This low level of 
responses could be interpreted in various ways,- While 

■ 'r ■ , 

some of these states may have fairly sound administra'^te 
arrangements# there could be others among them where 
owing to serious administrative inadequancies# there . 

Could be a high sense of cynicism among dealers coupled 

We have seen already that a very substantial portion 
of the profit margin comes from the resale of gunny bags. 



288 


with the fear of being critical, recirding the depart- 

- ■■ if 

ments functioning. 

^A^!ong the states where the responses on these issued 
were guite high are Ass^rn, Bihar, Kerala, P,jnjab, Orissa, 
Wpst Bengal and Tripura and most notable among these 
general coirplaints seem to be ‘tiiose dealing with the 
delivery of goods, the quality of supplies and the 
c^antity of gunny bags, VJhile in Kerala, Orissa, and 
to some extent in Bihar there were a large percentage 
of dealers who complained about the work at the Civil 
Supplied Department related to the clearance of for- 
malities as well as the functioning of wholesale depots, 

^ SOCIO-aCOH}HIC F^TOie. AFFECTING PERFORMANCE AND 
VIABILITY OF BPS ,, 

Having analysed the variables related to the major 
Administrative factors, we now turn to some of the 
socio-economic factors affecting the performance of 
F,P,S, outlets. These factors can be devided into two 

May be that those dealers who are doing well for 
themselves by resorting to irregularities do not like to be 
critical of the Civil Supplies Department, 



broad gr'^ups. The first relates tn the financing of 
retail activities. The availability adequate and 
regular finances for retail operations and maintenance 
-'fa proper outlet affect the lifting, stocking and 
sale of comn-iodities# Hence the source a,n^ cost of 
finances are important variabl^-s deserving attention. 

The second set of factors relate to the socio-econo- 
mic status and background of the retail agent himself, 
Thnui^ the number of co-operative and Departmental 
outlets have been steadily increasing, it is adequately 
clear that retailing of essential comrrtodi ties under idle 
p.D.S, (as well as wholesale activity) still relies heavily 
on private retail and wholesale agents it is thus impor- 
tant for us to know the socio-economic, profile of the 
PPS. dealers as reflected by th e- in form atir^n related 
to the frarning profile '^f the dealers family, as to 
whether he belongs to any under-privileged group, his 
past occupational background, and the associations that 
he affellates h’im self with, All these variables are 
significant, as the P.P, 6. dealer plays a critical role 
in the operation of the public distribution system as a 
whole, being an imxx^rtant link between the government 



agencies and the public. The positio.. be occupies within 
the present syst^ C'^uld enable, him to both develope as 
well as disrupt the effective wording of public distri- 
bution, , :: 

FACTORS RELATSD Dp FIN.A^ING F.P,S. OPERATION-S , 

There could be various souises of finances which the 
dealer may resort to in o-^rder to conduct his day to day 
functions. He may obtain credit facilities from banks 
and other financial institutions or borrow firm various 
other sources such as friends/ relatives and money- 
lenders he may evoi use his own funds apart from that 
which he borrows, . r 

As far as credit facilities are concerned, maintenance 
of bank account by fpS dealers and the credit limit allowed 
for their operatioins also reflect the pro'per functioning 
of PDS, This is because adequate financial resources 
should be available to the dealers for them to be able to 
lift each Gonsignmen-t regularly. At the national lev^ 
as seen in Tgble 6,8 most of the PDS shops did not respond 
adecjiately on the issue of credit limit and it can also 


be menti-ned that nearly 28 per’cent of the shops in the 
Horthern region claiined not to have maint?iood any bank 
acc-'unts# while credit limit of more than Rs. 5000/- was 
reported by nearly 48 per cent '-'f the sho^ps in the Hil 1 ' regi'^n 
on these issues variation is veiry high at the state level. 
Hence one would n-;t venture to give any ^stific interpreta- 
ti'-n ^f the figures at the st-ate level. 

For the average rate of interest paid on loans for 
PDS operations the figure tams .out to .be abr>ut 14 per 
cent at the national level. Interest paid in urban 
areas being higher that those paid in rural areas, co- 
operatives generally facing lower rates of interest thah 
private shops and the special districts chosen in our 
s^ples reporting hii^er rates of interest at 16 per cent. 

At the regional level the highest rate ^f interest. 
for funds financing the PDS operations is reported from 
the Western and Metropolitan regions. Am^^ng the state 
having very high interest are Sijarat, Maharashtra# 

Delhi and Karnataka. 

The type '“'f funds he uses for his activity by which 
we mean own or br.r rowed funds may reflect further the 
availability of finance. It is observed in Table 6,9 
that at the national level as many as 3€ per cent of the 



dealers sampled u: ed-y their.. ;Qwn funds r While only 21 per 
Gent reso-rted tp, br^rrawing, while; ID per cent used both 
own,.: and- bo rrow.ed finances. Private dealers were' observed 
to rely more on their own fiinds. 

The use of own funds seemed predominant in the case 
of our sample from the Eastern and Western regions while 
in; the metropolitan and central regions a relatively larger 
proportion of funds were borrowed possibly due to greater 
credit facilities, r ’ 

At the level of individual states too the predominent 
reliance on own funds is clearly evident except in cases 
of Delhi, M,p^, A.Pi and; U»p, This couid p-'-ssibly indicate 
the widespread lack' of credit facilities in m^st states 
in spite of the -no tic able p'ropfortioh of dealers who do 
not reveal .much o-rJ this ihhue, .i ; 

Furthermore, at the national level the single most 
important source of borrowing seems banks and other orga- 
nised financial intermediaries, followed by a significantly 
large proportion borrowing funds from friends and relatives 
only a fiew resp^'ndents indicate borrowing from m'-ney- 
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lenders.- The picture is cjaite similar at the regional level. 

■^t the state level responses '^n the sources are very 
poor. In some eases, however, it is n-- tic able that apart 
from banks, friends and relatives play an important role 
in financing F.p^S. activities. Specially in Delhi, 

Haryana, Kerala Orissa, and A.P, Bihar, Haryana, 

Karnataka, U.p, and Tripura there happen to be some deal- 
ers borrowing from money-lenders as well. 

THE F.P.S. RETAILERS SOClQ-gllONOMC BjaDKGROUND 

It is often contended the excessive reliance on 
private retailers in a distribution system for essential 
commodities by the government, compromises the major 
objectives of providing protected supplies to the vulne- 
rable population. However, it is also _ essential that 
efficient retailing requires some pre-conditions such as 
experience and ability, to umdertake a c^t^in investment, 
and sustain an adeqnate retuam. 


This may be an account of the fact that a large number 
of agents may themse3.ves be money lend^ers specially in Idie 
rural areas. 
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The relevant issue in this regc rd is the type of 
ni'-itivation any individual dealer would have regarding 
public distribution .and whethpr .the private profit m^-.tive 
would be adeguate enough to stimulate the regular and- 
steady supply of essential comcaodities to the poorer 
sectirns of the population. 

The earning profile -^f the dealers family provides 
us with the first important indicator ^f his socio-economic 
status. First of all oth==r things being given, the larger 
the numbfx of non-earners or dependents in his family, the 
lower he is on the scale of affluaice. On 'the other hand, 
if he has a large number of earning members we would- be 
better off, but furthermore the hi^er number of other’ 
earners would also indicate to some extent that his invol- 
v^ent in p.D,£>, may be a source of su-oplimsntary incomes 
and that the family is not S'~laly dependent on public 
distribution retailing, ■ ■ : ■ ■ ■ ^ ^ ^ 

la Table 6.1i we have put togeth- r figures ibn the 
earning profile of private dealers for sample. It can 
be seen that at the national level# about 52 per cent 
of the dealers are the only earners in their families, 
while about 44 per cent of the retailer families have 
: .ndn-earners, ' 
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The urban dealers seem*, tr, be marginally better off 
in this regard as the number of earners are marginally 
higher while the number of non-earners lower compared to 
rural dealers. This may be due to the availability of 
opportunities of employment in urban areas. 

At the state level a very large number of retailer 
families in Madhya Pradesh, Haryana/ Kerala, Maharashtra 
end Rajasthan have more than one earner, and notable 
among these are Rajasthan and to some extent Kerala were 
more than 75 per cent of retailers sampled had more than 
one earner in the family. This may, to some extent 
indicate that retailing ^-f p.D.S, goods may be a supple- 
mentary activity in these areas o-r it could also be that 
incomes from retailing may not be adequate enough for the 
family,' so that with a large number of dependents more 
and more mstbers InoK for -altort'ative- sources, of work 
and etiployment. ' ' ■: j ^ V 

There are yet other states such as Bihar, Orissa, 
Andhra Pradesh and West Bengal where more then 7o per cent 
of retailers are the only earners in the family, ' Side by 
side these states also display a- very high population 
of non-eamers per family, .so .that one can easily say 


that St retailers in these regions are not very affluent 
people. 

As for the proportion of underpriv Hedged groups 
in our sample of pri\T-te retail" rs- we find that at the 
national level about 22 per cent of the- retailers belonged 
to the ac., 3 ^. end OBd. categories as well as thes • 
handicapped and another -22 per cent. being previously 
unemployed, . . 

For the states it is noticed that the largest pro- 
portion of licences among these underpriviledged groups 
belong to the catagary# 'whil.t a substapt^al number of 

. ■ . -O';, -V , ■ 

' " ' ■ ■ ■ ' ■ .4 ^ 

dealers were previously unonployed in states such as 
West Bgngal and Tripura. 

If we turn to the previous occupation of our respond- 
ents we observe in table 6. 11 that at the national level 
as many as 4C'.8 per cent of the dealers were private 
traders before obtaining the PPS licence, and a fairly large 
number were previously unerr^loyed constituting nearly 20 
per cent of our sample, while their were nearly 16 per 
cent respondents who were previously farmers. At the 
regional level more than 75 per cent of the dealers had 
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a trading back-ground in the inetro.pnlit.ain,- area and hill 
regi'^ns while in the Southern regi'^n a large proportion 
of the dealers cams from a farming back-aground. 

#\t the state level m' st retailers had a trading back 
ground, n- table among them were states such as Delhi, 
Gujarat, Himachal Pradesh, Orissa and Uttar Pradesh. 

In Kerala, Maharashtra and Rajasthan nearly 5o per cent 
of the retailers reported being either farmers or land- 
less labourers before taking up public distribution 
retailing. It may also be noted that state like Madhya 
Pradesh, Kerala and, to some extent Tripura and V-fest 
Bengal, had hardly any retail e.rs who had a trading back 
ground. 

Since we notice a very large proportion of our res- 
pond^ts having a penzio us trading back-ground, it may 
be int- resting to see in which specific conmodi ties they 
had been trading before involving themselves in public 
distribution 'retail ing, ' o 

Here it is interesting to note that as many as 44^^^^ v 
per .cent of the retailers had been previously trading in 
foodgrains. If groceries are also includad then we 



found that, nearly 7.0 per cent of our respondents at the 
national level were previously dealing in these two 
groups '-'f commodities, 

^'-'ng the states v/ith most retailers having a pre- 
dominantly trading back-ground we also observe that these 
were previously trading in foodgrains and groceries. 

It should however# be noted that the lack aecarati& 
response an this issue specially in the case <->f Gujarat# 
Himachal Pradesh# Bihar# Orissa and to soma extent 
Andhra Pradesh and Uttar Pradesh warrants cautious 
intexpretation. 

Yet another interesting facto r/s^ich may affect the 
operati'-'ns of Fair. Price Shops is the type of shop set 
up for retailing as well as the' residential locati'^n of 
F.P.S. dealers. It is. observed that at the national 
level 80 per cent of -"lur sampled shops were puccka shops 
and while a fairly large number '-'f resp'-'ndents did n^t 
reveal residential locati'^n# abdut: 28 per Cent of the 
respondent retailers lived either on the same premises 
or an adjacent pranises. This could either be-considered 
beneficial in the sense that retailers living in the 
close vicinity of the shops could b© easily contacted 
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by cr'.nsumers or departmental staff while it ^nuld also 
be inferred that this ’ possibly lead to convenient* 
concealment of stocks as well as diversion. 

As a very large number of shops are rented the 
dealers living on the same premises may possibly be 
apoaowising the rent. In th-e cases vihere shops are 
wnsd, it is most often oo.tod that the shop is just an 
extension or part of the residence of the dealer as is 
observed in rural areas. 

The F.P.S, dealer in the course of his functioning 
may have probl^s v/ith the public, as well as with 
the civil supplies authorities such as harrasmsnt and 
interference. An individual dealer may not be able to 
effectively handle such situations and so in many states 
they have founed associations, ■ These associati<--ns act as an 
important instrument of collective action. 

At the natioxial level the number of dealers who are 
affeliated to such associations are not many and 
constitute 29 per cent of our sample. But at the state 
level the picture becomes Clearer, States with a substantial 
level of association m^bership are Delhi, Jammu 8t Kashmir/ 
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Kerala and Punjab/ while in most oth-r states retailers are 
not organised into assoeiatinnSi • It may however be mentionad. 
that in a large number of cases there v^ere inadequate rss~ 
ponses on this issue and the figures for cur sample would 
have to be inteipreted with caution. 

II 

Operations or Performance of Fair Price Shoos 

The regular and effective functiohing of public distrr~ 
bution in essential commodities is critically dependent bn the 
regular and efficient performance ^f retail outlets, our 
detailed sample survey covered various espa::ts bf the fun~ 
ctioning of:vFPS. 

Ij^ trying to analyse the operation and pf-rformanee of 
retail outlets, we have divided this section into four parts. 
In the first part, PPS operations are analysed on the basis 
of stock lifting behaviour '^f dealers, in the s®::ond part 
we look into the regularity of sales while in the third 
and fourth parts our observations on consumer services, and ' 
the proper maintenance of records are discus s^^-. 



STOCK LIFTING 

The regular availability o'f PDS supply tc- Consumers 
is substantially influenced, by the stock lifting behaviour 
.of PPS dealers. There are three aspects relating to stock 
lifting. First of . all# ‘ the time taken to lift each con- 
signment which we have '^cmput'^ a by estimating .the number 
of days -that have lapsed between two consentive liftings 
(by observing the last date of lifting as well as the 
date of immediately previous lifting" from the registers 
available for each sample shop) , ' The second aspect that 
should be Considered is .the actual quantity V’ f stocks 
lifted of each commodity^ in redation to the stock required 
for servicing all the cott sum.ers attached to the shop. 

This gives us an idea of the proportion of customers who 
o^uld actually be served with the amounts which have been 
lifted. The third, aspect , is the level of stocks available 
at the retail outlets. At any given point of time# we: 
have done this by observing the stock p.r'sitiQn f'-r each- : 
cqrrmodity in each sampled, shop# , .on ..the day. of investigation. 

Time taken to lift -stocks' ■ " ^ ^ ‘ 

Regular lifting is .m important pre-condition for 


bility at the retail nutlets. In fact, availability of 
PDS commodities is largely det-rmined by the regularity . 
and promptness with which stocks are lifted fri^rr. the whole- 
sale depot by the licensed dealer. It is '^bsarvedi in , _ 
6.12 and 6,14 that at the -All India level nearly 


30% of the shops in nur sample displayed substantial delay 
in lifting st'cks. While nearly 25% of the shops took more 
than 36 days to lift each consignment about 5% of these 
shops took even more than 6o days to lift each cnnsignment. 




lit was the’ time taken to. lift stocks was 


greate'r in' the defici'® '' di st ri ctgp as .^cr' mib & r ed . . . to .■& e,- . sAltp 1 u s 
districts and' delay'^ seemed ' to be marginally 
more' pronounced in the case of rural shops as compared to 
urban shops. ' ' ' : 


The periodicity of lifting being closely related to the 
length of the issue, period, it is interesting to note that 
in those states, where a weekly issue period is stipulated, 
the. lifting of commodities by. most dealers takes place in 
less than 15 days. Notable, among thes.e states are. Kerala, 
West Bengal, and Tripura, , Hgwever, in the case of Tripura, 
there were no systematic .figures, .rel ated'' ■to : the lifting of 
wheat and sugar,.- Further-more there .are many, states .where 
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substantial delays in lifting corrrn.odi ties v/ere observed 
sudh as Assam, Bihar^ Gujarat and Karnataka, However, it 
can be seen that lifting of sugar is far more frequent in 
relation to the lifting of wheat and rice. There were yet 
Some other sta*te where we ought to suspect chronic delays 

in lifting as in these states adequate information regarding 
stocks did not exist. Notable among them were Haryana, 

Punjab, Madhya Pradesh, Jammu and Kashmir and Rajasthan, 

'Quantum of Lifting 

Anotiier important aspect of stock bdnaviour apart from 
the regularity of lifting is the actual quantum r-.f the str,cks 
of each .commodity which is lifted!' by the FPS dealers. We 
have, therefore, calculated on the basis of figures available 
in the stock register of fair price shops, the amount of stocks 
actually lifted in each C'^nsignment and Corrpared these figures 

with the stocks required for servicing all the consumers 

attached to that particular shop, based on the stipulated^^^^^^^^^^^^^^^^^^^^^ 
scales of. ration. 

The stocks actually lifted by each of the shops in our 
sample in relation to the ^ale based requirement was worked 
out,. Data related to two #oiiseou45iW-''-'' dates was obtained 


from the stock r^glstors. It. was observed as in table 6,12 
6. 13 and 6,14 that in the case of wheat ^nly 16% of the 
scale base! requ-irement was actual y lifted, indicating the 
.dismally low levels of coverage which is possible. .:The 
" lifting of ripe at the national level was -.relatively better 
than wheat. Though the actual lifting was only 33% of what 
should have been actually lifted on^ the basis of stipulated 
scales. However# the picture in sugar was. significantly 
different and for our sample# 79% of these scale based 
requirement were actually lifted at the natlonal^ ,1 _ 

t is adequately clear from the figures in -the above 
mentioned table that for our sample of cooperative shops 
the actual lifting in relation to required lifting was 
C'^nsiderably higher than it w.~s for private shops,'. Though 
here again the actual lifting of wheat in relation to 
scale requirements is the lowest# while in the case of 
sugar as hicpa as 90% of the scale requirements was 
' actually lifted, „ ' ' . 

Surprisingly at the zonal level# the most substantial 
lifting of wheat was observed in the Eastern Region which 
is generally presumed to display a consumer preference 
for rice# here 35% o.f the- requirements” based on scale . 


305 


Were actually lifted, a very low lifting of rice is 
indicated in the North and Western Regiorxs? where the 
actual lifting is just 4.4 and 5.6% of requirements based 
on scale respectively. 

Among the states# it is important to note that in 
Assam# Madhya Pradeshi Rajasthan# Puxxjab and Tripura# 

. there was practicaljy ho lifting of wheat in the shops 
sampled, while in Gujarat and Maharashtra# the sampled 
shops lifted 2 and 3% of the requirements based on scale. 
This indicates that in these states# access to wheat is 
practically nil, contrast states such as Orissa# 

West Bengal and .Tamil ^Jadu di'^l-ay substantial lifting 
" of wheat in spite of the greater consumer preference for 
rice in these states.-. 

The actual lifting of rice in relation to scale based 

requirements was also observed to be excessively low in the 

case of Bihar# Madhya Pradesh# Gujarat# Maharashtra, 

KamataKa# Punjab and Rajasthan,. However# notable e3«se~ 

ptions in the case , of rice were Kerala# Tamil Nadu# and 
' ' '■ ’ ■ ■ . ■ : ■ • 

West Bengal. The situation in regard to the actual lifting 

of sugar was totally different from that of. cereals# with 
PPS in most states lifting nearly 1hie entire requirements 
bas^ on stipulated" sGalesi/i:;^-::v::y; • 


The low quantum of lifting as menti'-ned earlier can 
be due to either the low availability of stocks which in 
most cases may be the direct outcome of inadequate central 
allocations# inadequate local procurement orjgl so due to 
entitlement being given for too many consumers 
or at too high ration scales in comparision to supply 
availability# it can also arise as a consequence of inade- 
cjrate finances and storage space available with the FPS 
dealer as well possible -vested, interests creating 

irregularity and thereby helping in diversions to the 
black market, 

S-i-ock position at the Fair Price Shoo 

The stock position of various commodities at the 
FPS level can be indicative of the extent of availabi- 
lity of goods at the retail outlets. In order to esti- 
mate the stock position for our sample of FPS# the stocks 
of various commodities on the day of investigation was 
noted from' the stock registers. However# it ' should be 
noted that the date of investigation c-''uld- have in some 
cases ' coincided with the end of an issue period#- when 
stocks should generally be 'expected tr' be veiry low or 
even nil. In suda cases ‘'a random d-ate was considered. 


t is observed in 6.12, 6,13 and 6, 14 that at 

the all India level nearly 58% of the shops had no stncks 
of wheat, 46% had no stocks ^f sugar. One can say on this 
basis that only over 4o' percent of FPS for fifty-four 4 | 

percent for rice and over €0 percent is ho- 

position to supply the PDS'" commodities to the card- 
holders. The availability of stocks seemed, to be the 

highest in departmental shops as Compared to- both 
private and cooperative shops. Moreover, there were 

many more shops in the rural areas with no strcks as 

Compared to urban are^s* 

4Vt the regional level, the poorest stock p'~sition 
in regard :.to wheat was observed in the Northern Region I 

where as high as 90% shops that were sampled did not 
maintain any stocks of wheat* The stock availability for 
rice- was also very low in the, Northern region, where 
as high as 88% of the shops did not maintain any stocks 
.at the time of investigation. contrast the stock ^ 

availability , for rice in Southern and System Regions | 

was relatively much higher than in the other regions. i 

Ip spite of general over all availability of sugar nearly , | 

60% or more of the shop in the Northern, Southern and i 

Hill regi'^n maintained no stocks of sugar, while in most | 



other regiohsy thp st^ck position reg-'rding sugar was 
fairly high, 

At the state level, it was observed that in West Bengal 
andd<^erala most the sampled shops, maintained stocks 
of rice and sugar. In the- case . of Kerala this, is under— 

standable as, a week's inventory is required to be held 
in each shop, nearly all the other states, we observe 
a very large proportion of shops which maintained no st'-'Cks 
of wheat, rice and even ^gar. 

The time;.'takeh to lift stocks,' the actual quantum 
■■'of stocks |ifted/'''and the stock availability are closely 
’■^hter-relat'i^d, arid as expected, fhese three aspects ''■f 
stock behavi-^ur are closely correlated for oiir sample. 

.We see that in tho :© States, wh^re sfc cks are lifted wiidi 
greater regularity we also find- -that the actual lifting 
is a better proportion of scale baaed requirements ^ 

• * • ' that adequate stocks; are maintained in these 

cases. At the other ©ad, in those states where lifting 
is irregular, the,, actual quantum of stock'lifted is low 
and furthermore stock availability as reflected in the^ 
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stock pnsiti'-^n is also far, from satisfac^ry. 

SM.ES BEHAVIOUR OF FPS OUTLETS 

Having observed the stock lifting behaviour of our 
sampled P.P.S., we n^'.w turn to yet another important 
indicator of F.P.S, operation. The sales behaviour of 
retail outlets,. The irregular lifting of inadequate 
quantities . '-'f stocks# in m-^st cases, leads directly to 
irregular sales. 

It may be said that sales to consumers is critically 
ccndictioned by the lifting behaviour of P,P,s, dealers 
and the real offtake by consumers can only follow from 
the regular and timely lifting of supplies by i-p,p,s, , 
dealers from the wholesale stocking points. 

Due to constraints of time and finances the figure®' 
for sales as indicated by reGeipts issued as Hell as 
quantity sold was confined to nine sample dates in a 
month, Adequate care was taken to choose the sample 
dates in such a manner as tO' cover the. entire m'-'nth. The 
number of recipts issued on each ^-'f the sample dates was 
recorded from the bill books, and in cases where such 


bill tr-ol^s were n^-t available these f-gures were n^ted. 
down from the daily sales regist-'rs. Also nbserv©^ 

Was the actual quantum of g:)ods (Wheat/ Rice and Sugar) 
sold on each of the sample dates. 

The temporal pattern of sales as reflected through 
receipts issues provided us with interesting evidence on 
the clustering of sales during sp^ific periods in a 
month. Irregular and delayed lifting may tend to push 
most of the sales towards th© end of the month or towards 
the period immediately following stock arrival. While 
in areas where the purchasing power of consumers is 
high in the beginning of the month (such as in •ttie case 
of most regular, salaried employees)/ one would find a 
clustering, of sales towards the -beginning of the month. 
Sales Would generally reflect bo^th the regularity of 
lifting and the availability of stocks thanoughout the 
issue period and also the regularly" of the income stream. 

Clustering of sales towards the- end of the* monthly 
may also reflect forced purchases by customers fearing 
lapsing of entitlement. In cases where the lifting is 
regular and adequate and where the issue period is 


complirnentary the wa^e^-^r Income period of a large 
proportion of the population, one can generally expect 
an evenness -of sale throui^out the m-nth, or a lack 
of cu staring. We have devidsd a month into three sequen- 
tial periods' namely on the basis of the three sample” •' ■■■ 
dates indicating the beginning of the month, the 'roiddia 
the m'^nth,and enrl of the month. Thus by register- 
ing the number of shops in each state issuing receipts 
on each of the nine sanple datels, (each period represented 
by three sarrple dattis) , we estimate the pattern of 
sales throughout our sample m-'nth and also observe 
whether there is any clustering of sales. 

At the aggregate national or Zonal levels there cfees 
not seoa to be any pattern of clustering, however at the 
state level fairly clear indie atim s -"f clustering 
exist, indicating irregularity of sales. 

Among the states .that display a marked clustering of 
sales towards the end of the month as seen in table 
6,15 are Rajasthan, U,p, Maharashtra, Gujarat and Haryana, 
where most reciepts were issued on the last three sample 
dates of the month. Again in Rajasthan, Punjab, and 
Gujarat less than 10% of the reciepts were issued during 


the thr^ sample dates r -presenting the beginning of 
the month. This possibly indicates: the low availability 
of stocks at the F.P.S, during the first week of the 
issue period, ^ich hgppens tc' be on®- mgntli injthess s.t^'tes 

. •’ ■ . i' ■■■■ 

On the other hand# in states such as Orissa#' A,P,/ 
Kerala# : W Bengal end Tripupa, not to mention Delhi# the 
pattern of sales r^niepts seemed to be; spread more evenly 
and 'tiiereJay with greater regularity over the thr^ 
sequential periods we have cho sen, . 

. .However as mentioned earlier the pattern of sales 
as indicated on the basis of the issue of reciepts' may 
be insufficient for us to come tc. any definite conclu- 
sions regarding the regularity of sale* Therefore we 
try and probe furth^^r and substantiate these results 
by means of the figures on the ten^joral pattern of 
conanodity salSs for each of the commodities on the same 
sample dates by each shop in our sample. The figares 
obtained have d^een taken from the ; daily sales registers 
and o the- r records available at the sampled p.p.s, and 
are tabulated in T^ble 6,l6# 6,l7 and 6.18. 



The states where the lowest prnphrtlhn r-f shops 
recorded sales-'-'f all coinrP'-'dit.iKs '^n the sample dates 
werd M.*P,, Haryana, Punjab and Rajasthan. There states 
are followed by others like Assam, Gujarat, Maharashtra : 
A.P., and U,p,. where m'-st sh-^ps did not registtir sales 
ofwheat and Rice, th>^ugh their sale of Sugar seCTed 
much higher. There were still other states ■‘like 
Delhi, Jammu & Kashmir/ Kerala, Tamil Nadu, West 
Bengali' and to some extent Orissa and Tripura where - 

a fairly high proportion r-.f shops registered sales on all. 
the sample dates and in alm'^st' the three commodities, • 

It may be further observed that the sale of sugar seemed 
far more regular than the sale of rice and wheat, and that 
at the national level the percentage of shops registering 
sales..of . various commodities on ail the smple;. dates rarely 
exceeded the 50 per cent mark, 

^ h ' - ' ■ 

Furthermore, in practically all cases the percentage 

of shops ■ registering sales "towards the epd of the month was 
substantially higher than tho.se, registering sales during the 
beginning of the month, substantiating our earlier result 
on the clustering of sales, specially in those states where 
low sales are generally registered on odr sample dates. 


CONSUMERS SERVICBS PROVIDED mP ' . ' 

RECORDS MeNTaINED FPS - w 

One important factor that affects the- access of consu- 
mers to PDS is the services, provided by the retail out-lets,' 
These services prcvidovT. can be judged on the_ basts of the 
space available for storage of commodities, weightment- and . 
issue of receipts^ various displays for providing the regnired 
Consumer information such as signboards, stock position boards, 
prices, working days and working, hours and also display of 
commodity samples.. Most of tfc^e services are critical in 
oentaining consumers confidh/^le regarding PDS, as well as 
vigilance‘ove.r-: the retails- s. These things are also 
stipulated in various fipxms as conditions for licensing 
FPS, :■ . "o ■ 

In table 6.19 and 6,20 we haS'e computed in pprcentage 
terms shops protriding or not providing these services. 

It can be observed that these customers services are " 

generally observed to be poorer for our sample in the 
case of Rajasthan, Punjab Karnataka, Himachal Pradesh, 

Haryana, Madhya Pradesh, Assam and Uanmu & Kashmir, 

■while in states like Gujarat, Maharashtra, Tamil Nadu, 

West Bengal and Tripura a much larger proportion of shops 
provided these consumers services. 



It is important tn note that the poorest among these 
C'-Tisumer s€;rvices in most states were the display of 
Commodity samples# working hours and working days and 
proper display of stock positions. The absence o,f such 
consumers services is an important indie ato.r of the fast 
eroding Confidence of consumers in the PDS, This also 
reflects to some extent the ineffectiveness of the admi- 
nistrative machinery for the PDS, The conspicous abaence 
of commodity samples for exQn:^le indicates possibilities 
of large scale adulteration and diversion of PDS commodi- 
ties or at least lack' of assurance to the consumer that 
he is getting the right kind of supplies,. The absence 
of display regarding working hours provides a great 
deal of discretion to the shop ke^er in matters like 
regularity of opening shops while the pQprer display of 
struck position also goes a long way in covoring-up 
actual availabilities and thereby providing oppertunities 
for diversion of stocks to the black market, 

RBCORDS miNTAlNSD BI FPS 

Maintanance <"f proper records is one of the m^-'st 
important pre-conditions for monitoring and administra-- 
tive control over“ tfie retailing '^utlets of the PDS. 



Proper records serve the. crucial functions of sstiraa-' 
ting demand by consumers and lifting of stocks by 
PPS dealers. It also helps tha administration to look 
into the areas requiring special treatment, and finally 
helps in deve-lopi-ng a comprehensive data, base 
for long term* planning and development, table 

6.Jlwe show for our sample the infonnation regard-^ 
ing the maintenance of records. It is observed 
that at the national level maintenance of proper , reco- 
rds is far from satisfactory. We note that a la-ri^’ 

proportion nf, shops do not En-aititiai'n’ bill books- end ; . 
Complaint books. Stock registers are, however, 

maintained by most shops, but there are a substantial, pro- 
portion of shops that maintained stock records '~-f various 
Commodities in the same r.='gist;-r riot to mention the poor 
quallit^y of registe.rs ill kept records are v' 

often C'^nfusing to those respo.nsibl€ far the chocking of 
sto'Ck and also delays the process o' f stock checking. It 
is also noticable that in a large number of -shops complaint 
books and visitors bo o.ks"--gfe .itT^roperly maiaiteilned and often 
hidden away from the consumers, - . , o.- .• • 

At the regional level with the exception of the 
Southern and Metropolitan regions, the records jft&iisteijaQd 
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were found to be very inadequate and poor* The case of 
the Metropolitan shops was understandable where the inspec- 
torate is usually mobile and more effective due to better 
facilities/ and infrastructure. 

Among the states that were found to be the poorest 
in tt- mis of the^^s-^btsinasiCQ of records/ we can mention 
Assam/ Himachal Pradesh/ Jammu & Kashmir/ Karnataka/ 

Andhra Pradesh/ Punjnt) & Rajasthan. How ver/ there ere 
other states where records are ofton emaculQt-.ly maintained 
thereby reflecting a v*; ry high degree of administrative 
effectiveness. Among these states are Maharashtra/ Tamil 
NadU/ Kerala/ Tripura and VieSt Bengal/ though in West 
Bengal inaintainance of complaint books are conspiciously 
absent. 

Organised and efficient r€-=taiiing moreover/ requires 
•the formation of consumers queues or card queues (cards are 
Collected and appropriatly arranged/ ) in order -tr. enable 
systamatic sale' to customers. any event this helps 

in organising systamatic retailing, avoids C'n fusion/ 
and -thereby enhances the prompt servicability to customers. 
It was noticed that in large number of states ■their is 
an absense of queues for c«->nsumers or cards. These states 



e. re Assam, Bihar, Delhi, Gujarat, .Karnataka, MaJiareshtra, 
Orissa, Rajasthan and Uttar Pradesi.» In these cases one 
can expecfdisorderline.ss in retailing which .inevitably 
results in delayed servicing thertey If^wering the degre ef 
access for consumers. 

Ill 

viability of f.p.s. 

’ ’ As menti-ned earlier the regular end uninterrupted 

■performance ^f retail "'Utlets is closely related to the 
viability of F.P.S. It is obvious that unless an '-'Utlet 
viable it cannot functi^'n .effectively -nd in order to 
achieve viability, (though also for many other motives) , 
the r-stail'er may be indue ^-d into illegal practices such 
as diversidn of stocks into the black market. It is 
threrefo re- absolutely necessary to m.ake each retail --u tie 
viable, ■ ■ 

Haro; we attempt to measure the viability '^f the 
shops in our sample. The retail -utlet is C'-nsidered 
viable if the total return from retail activity exiSeed..s 
the total costs incurr^-d by the '• utlet for its regular 
operation. The total return (TR) is C’''mputed by first 



estimating the physical turnover "'f each comrno'dity for 
a spficific period ^-'f time and then multiplying this by 
the margin allowed '--n each c^^mmodity, to this is added the 
resale, value f'f packing material such ’ as gunny bags. 

Having c.''mputGd th.e t^'tal return b-'r ci specific time pori'''’d, 
we turn tr'> the computation of total costs fo-r the same 
period; this consists of the sum of fixed costs and 
recurring costs incurred during the period under considera- 
tion. 


The fixed costs (PC) have three major components for 
any retail ontl^t, these are; d. . . 


a) Interest paid on the, cash required to lift 
stocks^ this depends on the total physical 
Consignment required to service all the- 
Consumers attached to each -utlet. This cash 
being perpetually tied up in r.^tail operatir-ns 
as long as the outlet is functi -'nlng,. 

b) Other fixed costs such as PumltLire and fixtures^ 
measures, weights and weighing equipment which 

' is a long p.eriod investment, 

c) Rents paid' for the retail '-'Utlet, these "have 
'to be peid ic-ocespec tivs of wheth.- r tile Shop 

• functions, or not* 

The Recurring Costs . (RC) can also be . class! fi ad 

under three broad heads these ares 

^ O'-' O' .■ ^ i 
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d.) Wages paid to the labour employed by the rutlet, 

e) Slactricity charges in the case ■-'f shops that are 
electrified or costs of other lighting in the 
Case of non-el ectrifitid shops, 

f) Costs ^f statir-.nary such as registers# bill bo^ks# 
pens# p-ncils#. carb-n paper s-tc. 


Generally# the cost - f transporting stocks to the 
■PPS are fully reimbursed by the state, H; nce we ignore 
it in the computation ^'f recurring co^sts. 


A retail ''Utl'-t is said to be viable if it is capable 
of surviving as a b-asiness unit# thus if viability means 
the capacity to suirvive# this capacity can either be, over 
the short run -^r ov-r the long run,- ' 



There are. essentially -three stages that a retail 
outlet must pass in ^>rdt-r -to stay in business. The first 
stage or the C'^ntribution stage is reached when the total 
Revenue# n':'t only covers, but exceeds R©turring cost i,e, 
TR-HC'^^-O (1) 

V'fhere TR - 'Total R;- venue# RT - R&currlng costs. 

The SgC’-nd Stats is reached when -to<tal Re-vanue not only 
covers R^urring CSosts but also fixed- cost. . This stage 
is said to be the break-even stage l,e. TC — (PG+RC) = ps -(2) 
Where F.G. is fixed Costs, 
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This stage is a discrete point and can be specified 
as the break even point. The third stage or the surplus 
generating stage is reached, when total Revenue. e^cCeeds the 
sum of Fixed and Recurring Costs, 

i. e. ,TR, -• (R3 + ' O" - (3) 

If, hov/ever, the total revenue of the retail outlet does 
not Cover or just covers idle recurring costs then the 
shops is clearly not viable, 
i.e. TR - RC 4 . 0 ' - (4) 

The first stage or the contribution stage, represents 
viability over the short run, Tha dealer may however retain 
his capacity to survive and stay on in the business if hs 
is supplimented by other incomes in the farnily, or on -fche 
basis of other lucrative activities, such as, in the case 
of an F.p^S. run by a multipurpose cooperative or a 
Departmental store which essentially deal with other than' 
essential Commodities specifie under Public Distribution. 
Survival can, however, be also achieved thro- u^ diversions 
and unfair practices 

The SeC'^nd stage or thie break-even stage "assures 
survival over the medium tartn in the hope of an improved 
situation, but no sustained interest in P_^D, retailing can 


be mentained in these- c ire urns tances. The third state 
or the surplus stage represents viability ever the l uig run 
and is a necessary condition f'^r efficient a nd regular P.D,. 
retail ing. 

The Financial status of the retail outlet can thus; 
be catagerised as (a) those shops which are cltarly 
no.n-viable (N^V)/ here conditi''n (4) holds trUsS. (b) Those 
shops which are able to cover the recurring costS/ and aro 
gaioing Si contribution (c) here cahditloa (l) is- satisfied, 
(c) ^d those shops that are making a surplus and are 
viable (v) here condition (3) holds true. 


put of our total national s^plc of 216 shops, 
we were able to estimate viability measures for only 
94 shops. This was largly due to the inadequacy of sales 
rt^corded in those sampled shops. As seen earlier from, 
the tables ralatt'd to sales, there are a large number of 
shops that did n-.t register any sales on the sample 
dates chosen, and there were an equally large number of 
shops where sales were C'-nfined to- only a few sample dates. 
The abscaic© of adec^aate sales is a maj^^r constraint in 
accurately estimating physical tum'-'V^T and thereby 'the 
total .xstum. Even if the data related to other variables 
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such as Pix'^d and Recurring Costs were ci vail able# the 
absense of sales forced us to exclude a large number of 
shops fir>m the exercise estimating returns. The 
actual criteria' n adopted for the oxclusicn of shops from 
the exv-rcise wa s that only th^se shops registering sales ' 
-^n at least five -of our nine sample dates# for any :Of the 
three comm'~di ties under consida ration were taken up for 
analysis. The lack of appropriate financial data dBor such 
a large number -'■f PPS is a ssri'^us matters# probably it 
reflects the non-formal# .and. ca®i.al manner in which PPS 
are run, are inspect-d and regulated. 

..V Thus the Contribution# and viability of any outlet 

satisfying this criterion was worked out only for five or 
mo-re san^le da.tss pn which sale of any of the commodities 
was registered. The gaestion of reaching a break-even 
point, let al- ne viability, can hardly be expected to 
arise for PPS which did sales operation for less than 5 
days out of 9 days of a month studied. The number of 
such shops is 122, Having decided in the case of each 
outlet the period over which break-even ox- viability was 
to bo estimated, we converted the other cost variables 
which are incurred monthly such as in the case of recurring 
costs and interest on fix©? costs as well as rent to. tally 
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with this pc=riod« It is true that fixed costs cannnt be 
reduced, in this manner. But given the nature ^'f the 
exercise undertaken here# the fixed costs have to be propor- 
tionally allocated t^ the relevant time period. 

It is seen in table 6,21 that for our sample of 94 
diops ■ belonging to various states and UIs 64 sh-^ps are. 
clearly viable# 17 shops are only making a c.-ntrit«ati^n/ 
over and above covering rssurring costs; while only 13 shops 
are clearly non-viable. 

What is more interesting .is that out of the 13 hhops 
that are clearly non-viable/ as many as 9 are Cooperative 
F.P.So and the remaining four shops are private outlets^ 

In the Case of the non-viable coopera' ive shops, two 
factors seem to be combining to have an adverse effects on 
viability; the first is high wage costs, and the second a low 
tumovero While in the case of non-viable private retail 
outlets, the major f^'ctor af ■Meeting viability to be the 
low turnover. 

At the state level, as seen in Table 6. 2:2 it may be 
said that the incidence of non-viability is most noticable in 
M,P,, Haryana, Karnataka, Maharashtra A.P., and Rajasthan, 



The situation in Assam, Orissa, Tripura and Delhi seems a 
little better as a substantial proportion of shops seem to be 
managing to cover at least the recurring cost. This indicates 
that a concerted effort at improving turnover in these states 
could lead to' a significantly imiproved situation on the viability 
front. In states such as Kerala, WeSt Bengal and even to 
some extent most shops seem to be viable. This clearly 

indicates the importance o^f tU3cn=~'ver as the critical factor 
affecting viability, as in these states (exc^t perhaps in 
U.P.) the sales registered were not only high but fairly 
regular for most commodities. 

Having based our analysis on only three commodities 
i.e. wheat. Rice and Sugar, the results on viability are not 
as dismal as is often made out. With the inclusion of 
additional commodities and with appropriate administrative 
changes related to increasing turnover, which can be 
brought about by better access to consumers on the one hand, 
and adeguate and regular lifting by dealers on the other, 
most outlets can be made viable, without having to resort 
to hi^er margins to dealers. However, at the same time there 
seems to be an urgent need to standardise these margins as 
retailing is a fairly homo genious activity which varies little 
over regions, as is evident by the data on costs, both fixed^^^^^^^ 
/andvrecu/rrin:gtt;o: -.c' 
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CHAPTER VII 

SUM-IARY AND CONCLUSIONS 

Public Dist.r ibution System; The Issues 

The PDS as an on-going, continuous arrangement is 
supposed to serve the twin objectives of protecting the 
real purchasing power of the meagre and irregular income of 
the poorer sections of society (primarily those who derive 
their income fron work either on their own account like small 
farmers and artisans or by way of wages and salaries or 
certain combinations of the two). By supplying a good part 
of their essential consumption' at fixed prices which are 
lower than the uncontrolled market prices and in this way by 
absorbing a good part of the total demand, the PDS exercises 
a stabilising influence on the market prices of essential " 
goods ® 

Its capacity to serve these objectives depends on two 
sets of facto^;s* First of ail, adrainistrative arrangements 
and policy decisions concerning the cawnodity coverage, 
periodicity of issue of rationed items,, ration-scale, prices. 


issue of ration cardS/ ’ l-ccation and number of shops, quality 
of retail service, viability of the S’Ps, etc. 

Secondly the government is able, to procure such 
quantities of the ccmmodities supplied under the PDS as are 
required for the population covered by the PDS (i.e, member 
of people multiplied by the annual entitlement of rationed 
carffnodities) . Any disproportion between the quantities 
actually supplied and required according to the design of 
the PDS is likely to lead to irregular supply, lack of 
reliance on the pds for meeting a decent part of the require- 
ments of essential cbraniodities, and the availability of 
discretion to the retail supply outlet, i.e. ,■ the FPS to 
refuse to meet the demand of the cardholders and possible 
diversion of the limited quaht it ies of the PDS goods to 
unauthorised persons or agencies. Since these supplies 
involve a subsidy, inadequate total quantities routed through 
the PDS leads to diversion of subsidies to those for whom, it 
is not meant by public policy. 

On the basis of the official offtake data .(which 
actvially show the quantities.- collected by the Fps owners from 
the state agencies), we find that during the period 1975 to 


1981 cereal- off take from the PDS as percent of the require- 
ments based on e cereal ration , of 403 gr-'ms per person pet. day 
varied between 25.75 percent (1976) and 38.69 percent (1980r) « 

If we work out the requirement, on the basis of the minimum 
ration scale found to be valid in Orissa in 1983, we find that 
actual all India offtake as percent of the former ranged 
between 10,69 percent ( 1976) to 16.05 percent (1980).^ ,• 

PDS offtake as percent pf.net availability of cereals in the : 
country during the period 1975 to 1983 ranged between 8.71 
percent (1976) to 14.52 percent (1980). It is clear that 
despite the infrastructure of over 3.1 lakh IPS many civil , . _ 

supplies corporations, and coverage of almost the entire 
population by ration cards/ there is a sizeable disproportion 
betv/een entitlements of the PDS supplies given to the popula-tion 
and the supplies actually made available 

The inadequacy of the PDS supplies' can be seen in 
another form. On an average percepita daily cereal offtake 
from the PDS in 1981 ranged between about 27 grams in Gujarat 
about 30 grams in Andhra Pradesh on the lower side to about 
77 grams in Assam and Orissa, and between 110 to 118 grams in 
Kerala, Meghalaya and west Bengal., It was the highest in 
Delhi at 305 grams. Thus the per capita offtake. of cereals 


is not a rackonable supplementation by the PDS . . , 

Fran these facts it follows that the number of people 
sought to be covered by the PDS and the level of supple- 
mentation of their uncontrolled market purchases by means 
of purchases fron the PDS are out of step with the total 
quantities of cereals which the government has procured for 
supplying through the pDS. ' 

Thus we. -have a system which formally grants access to 
the PDS supplies to almost every one for meeting part of 
their requirements of cereals and sugar (except in sane states 
like Gujarat, Andhra . Pradesh, Jammu .& Kashmir, Goa etc* 
where in different forms and degrees, either some specified 
groups of people are excluded or sane people are given 
preferential access) but does not make- requisite supplies 
according to ration-scales decided upcn. 

If the canmitment to the number of people covered by 
the PDS was to be met either on of the basis of the minimm 
level of ratipn-scale determined by the states or at the 
level of the minimum norm level of consvimption (403 grams per 
person per day) the level of requirements of cereals to be 
procured by the public agencies would have to be substantially 



higher than the actual level of supplies 


In the table given below are shown the requirements ■, 
of cereals as percent of net domestic availability of cereals 
over the period 1975 to 1981 on the basis of (a) minimum , ■ 
norm level of ration scale (b) the minimum actual level of 
ration scale which was operative in a certain state ,■ It can 
be seen that the requirements even in the case of (b) are. 
a very high proportion of net availability. Even (a). shown 
the cereal requirements to be around one third of net availa- 
bility which is nearly double that which is being actually 
procured and supplied under the ,PDS over the relevant years. ■ 

c ereal Requirements As Percent of Net Availability 1975-1981 

(a) On the basis of (b) On the basis of 

minimum norm level ^ ■ the minimum ration 

of requiranents scale operative in 

. a certs in state ■ 


1975 ■' -■ 

77.34 ■ 

32.09 

1976 

81.50 

33.82 

1977 

87.13 

36.78 

1978 

81.76 

33.93 

1979 

78.56 

32.60 

1980 

00.44 

■ 37.53 

1981 

W&Wmi 

35.07 


If the coverage of the population under the PDS is made 
almost universal, while the supplies are grossly inadequate 
to meet the supply commitment regularly and adequately, the 
choice of the actual beneficiaries of the PDS would be left 
to market forces, the Pps dealer and other socio-economic 
relationships. The PDS' will therefore be biased in favour of 
the relatively well to do sections of the population. If the 
relatively better of are not too keen on buying the PDS cereals, 
the Fps dealer may -get an opportunity to divert the supplies to 
nnauthorised channels and prevent the relatively poor and 'the 
inflation-hit from obtaining the pDS supplies. A near 
universal coverage under the PDS becomes feasible end 
understandable only under a system where the entire whole- 
sale trade in cereals is forrjught-uMer pnbllc' c^ It may 

also be seen that if the relatively better of sections are 
either permitted to avail of the cheaper ;h& PDS supplies or 
they manage to obtain these supplies they are likely to 
experience a. gain in real inc-sme' which may further strengthen and 
generate additional demand for many commodities including that 
for superior food products. In the sense one may suggest that 
by a more ambitious policy of attempting to provide the PDS 
commodities as a supplement to market purch^^ses to almost 
everyone irrs'ociety without mobilising the requisite quantities 



of cereal one may v;eaken both the anti-poverty and. anti- 
inflationary impact of the pDs. These objectives/ under the 
present constraints h^ve to be achieved through its capacity 
to protect the essential consumption of the relatively weaker 
sections/ that is to say/ the anti-inflationary impact has 
to be achieved through the fulfilment of the anti-poverty 
objective* Even this limited objective of protecting the 
minimum essential cereal cons.umption of .the relatively poorer 
sections is dependent on the ef lectiveness of the oper-rtidnal 
and administrative design of the PDS* , - " ■ 

Thus it is apparent that with th^ present level of 
supplies mobilised for the pDS/ e^en the limited objective 
of protecting the essential consumption of the relatively 
poorer sections cannot be effectively served. If the purpose 
is to protect the consumption of those who are either below . 
the poverty line belonging by and large to the unorganised 
sectors and those who have fixed contractual money inccmes in 
the organised sectors/ the level ^ of the PDS supplies will have 
to be substantially increased. Trat this point of viewat 
a level of ■ priori reasoning and on the basis of .an over- 
all balance between supply and requirement/ it appears that 
either those who are the beneficiaries of inflation and those 



with aciecgua'te self-:provisioning':of fppd v;ill have to h^e .j-h':h 
made entirely :dependent' oh open tiricont rolled segment 

of the dual market or a target-group orientation in the 
PDS will have to be introducedi This suggestion is only -with 
respect -to the coverage of essenti?.l ceresls i.e., whe-st, rice 
and coarse grains, which means for the . better off the . r- nc 
of commodities covered under the PDS will haveeto bo differ a n- 
frcm the commodity coverage meant for those who become worse 
off as a result of inflations. Thus though nobody is 
excluded f ran the PDS as such 'a better corres^onderice is 
attempted to, be established between the needs of , various 
groups of society and the gomjnodity coverage , of -•the PDS on 
the one hand, and the overall, supply and requirements of 
cereals under the PDS on the other. 'Fran this point of view?, 
it has been suggested that the following groups in society 
who generally do not avail of the PDS cereals and often become 
better ®ff through inflation may not be given entitlement to 
the supply of cereal under the pDSs 

All traders who are registered under the shops and 
Establishments Act and in the rural areas those who 
are classified as traders. 


1 


u« 



2 . 
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All the big farmer's who have a 'marketed* surplus of 
food-grains, i.e. without '€a^ing regional variations 
into account, all the farmers who operate farms of four 
hectares of irrigated land or its equivalent, unrespec- 
tive of whether they are growing food or non food crops. 

3. All non-wage earners and non-salary earners engaged. in 
Indus cries except self-anaployed artis-. ns operating 
cottage units, 

4. All the self - employed professionals in the org* nised 
sector like doctors, architects, la^rets, chartered 
accountants, management, technical and financial 
consultants or authorised agents of Lie and other 
deposit mobilising institutions etc and all contractors* 

It can be seen that the groups of people who are sought 
to be excluded fr .cm’ the pDS supplies of cereals don't - 

constitute a nimerically significant psrt of society. However, 
on account of large size of their inccmes alongwith its 
regularity, rhelr control over assets, and their capability 
to adjust their prices according to the prevalent level of. 
inflation :in the economy, these groups, of people make a 



disproportionately large draft on the cereal supplies in thc 
uncontrolled open market. Hence any quantities of cereBls 
in the canmodity basket made available to them through the 
PDS would amount ioso facto to a reductional in the 
capability to ensure a preferential and better access for the 
inflation-hit poorer sections'/ of society/ particularly in 
the unorganised sector. It is well-recognised that the actu.o 
capability of the poorer section from the unorganised sector 
to buy their requirements of cereals from' the PDS depends on 
the effectiveness and regularity of programmes like Pood for 
work/ NREP various Rural Snplopaent Guarantee programmes to 
the extent they make part of the wage payment in terms of 
subsidised cereals* 

" Public Distribution System in India: A Macro Analysis 

Till about 1963, the PDS off take ws less than 10 
percent of net production. After mid 1960‘s the PDS off 
take started exceeding 14 percent of net production and 
in certain years was as high as almost 25 percent of net 
production. During 1970 *s the rising trend in off take 
continued and became 15 million tonnes. During the early 
years of 1980 's the pDs supplies continued to fluctuate 


around 14 million tonnesi Taking three year ! y average, we 
find that during the year I9?50~82 the off. take 14^5 million 

tonnes compared to 10.38 million tonnes during 1976 to 1978; 
it came down to 12.95 million tonnes during 1981-83, 

The' fluctuations of the p^s off take. have been consider- 
able though lesser during the later years; .However, these 
fluctuations weaken the sense of steady availability of the 
PDS supplies which is an essential condition for .its effecti- 
veness. . 

Generally speaking about 85 percesnt of net production 
and availability of cereals has been moving throdgh private 
tradex's and the uncontrolled market or by means of self- 
provisioning by the growets. 

In certain years the PDS offtake has fallen below 
national procurement. We find that offtake was not alv^ays 
constrained by pver-all aval, lability of cereals to public 
.agencies. ^ t. .. . ' ^ v. -t..: ; V 

In terms of rate of growth of the PDS' offtake the 
performance seems fainly impressive but the relative shares 
of wheat, and rice .in the overall offtake of the PUS- fluctuated 
considerably, coarse grains all along were -a rather ; ■ 


■■ihsignifica'nt part of the'PDS'suppll ■,s; even in the test o£ 
years# supplying no more 'than 6 percent of the 'total. Though 
wheat has generally been the 'main conponent# during 1982- 1 - h .. 
the shares of wheat and rice were almost equal. 

With the number of the PPS approaching 3 lakhs# this 
’coverage of the impressive PDS network of retail distribu- 

tion points has beccroe capable of covering the entire popula- 
tioh of the country,- '■This is correct both for 'the rural :-nd 
urban areas. " 

’ The inter-stat-e' comparison 6f the Fps 'and offtake shows 
that the two are''hot’'bCKua eac'h '6ther 'in most of 

■'the states.i' This may contribute '■'to''' 't^eakehing the viability 
of the Fps in states where tfieir are a ' feiatively higher 
proportion of shops as compared to the proportion of' offtalce, 

'Daily 'of ftake of wheat rice '^hd sugar comes to' about 
"193 kgs. per shop for the country as' a' whole and is as "low 
as 110 kgs. for M.p, and 138 kgs. for Gujarat/ a‘s' compa:red to 
over 90-0. kgs.- for Delhi and over 500 kgs, for 'West Bengal. 

Taking an overall view in terms of total offtake, 

' total number 'of the FPS', storage, procurement and gross 
turnover, one can speak' b'f an impressive presence of the 



stpte agenca.es in the food trade# particularly as agencies 
supplying relatively low and stable priced cereals and 
essential commodities throughout "the country, in some cases 
a certain number of other essential cortrcodities are also 
supplied through the PDS. 

since 1977 except in 1980# actual offtake was about 
20 percent lower than annual procurement plus opurstional 
stocks# indicating poor offtake from the PDS. 

The PDS supplies . could have met the needs (at minimum 
ration scale# which -works out in quantitative terms to a little 
more than 40 per cent of the minimum nutritional requirement) 
of about 44 percent of the population over the period 1977-1983 
On the basis of a ration scale at the minimum nutritional level 
with the available supplies# the PDS could, have- met the needs 
of only about 18 percan t of the popula tion . In reality the 
population coverage of the PDS was even lower than the 
potential/ as actual offtake fell short of available supplies# 

The polidy^decis ion on population Coverage gave entitle 
ment to at least twice the number which could have been served 
with existing _ laveis of supplies# after providing for i«ffer 
stock neods# : , ■ - 


Irregular and fluctuating nature of the PDS offtake, 
unsteady commodity coniposit ion and number. -of the i'PS, regional 
concentration of offtake, detract'-: from the utility of the 
PDS: wh ich could arise, from ''its, aggrega te size of supplies . 

All-india average of ftake for the period 1911' td- 
1983 cones to :18.79 kgms, i.e^ 51,5 grams per person per day. 
For U .p, Bihar,iiGujarat , Madb^ Pradesh, Ryj.asthan, Andhra 
Pradesh, Haryana and Punjab, these figures were less tban^^ t 
national average, while Kerala,, west Bengal, Jammu & Kashmir 
and Delhi had fairly sizeable offtake. ' 

Eleven states and UTs accounting for over 52 percent 
of the population took about 75 percent of the total PD3 
of ftake,v,...-T-hese were mainly deficit states* 

The share or Jammu & Kashmir, Kerala, West Bengal, 
Maharashtra, Delhi and sane other UTs, in total' offtake 
exceeds their share in the total .number of IPS. These 
are the states which have relatively better the PDS. offtake 
per dapita. The states like; An.dhra Pradesh, Assam', 'Bihar, 
Madhya .Pradesh, .Orissa, Rajasthan, Tamil Nadu have a relatively 
lower share of offtake despite a iaiger share of the Fps. 



- 340 -■ 


The urban orientation of the PDS; shown by the Eegli 
Committee, can also be seen frcam the relatively larger 
offtake of the urban districts of Banglore, cutback, Puri and 
Bombay in their respective state's totals, Delhi v;ith one 
percent of the nation's population takes about 6 percent of the 
PDS offtake. 

Actual offtake as percentage pf entitled- rScpiiroments 
based on ration-scale is a little over 3.3 percent in 
Rqjasthan, ranges between 4.2 percent to 5.23 percent for 
U.p. and M.P, and lies between 7 to 9 percent for Gujarat and 
Haryana, For Punjab, A.P* M-^harashtra, Karnata, H.P. and Bihar, 
it ranges between 10 to 20 percent. For Assam and .Orissa, it 
is about 25 percent of the ration scale based requirement, 
while in Kerala it is 35 percent. It is about 50 percent for 
Delhi and Jv^mmu and K - shmir and- ranges between 60 to 80 
percent for west Bengal and Tripura. 

. For the expenditure class below Rs.75 per month (NSS 
'38th round) during the period 1977-1981, the PDS share in 
total purchases of cei'eals ranged between; 12.8 to 19.2 percent. 

calculating potential beneficiaries on the basis of 
meeting the full ration entitlement out of actual offtake. 
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we find that for A.p., Gujarat, H.P, Punjab, Bihar and 
Maharashtra the notional niornbai' hf beneficiaries ranged 
between 10 to 16 percent of the population and for Karnataka, 
Rajasthan, Tc^mil Mac3u, Haryana, U.P, and M.P- the range w?s 
between 4 to 8 percent. Assam, Kerala, Statutory rationing 
areas of West Bengal and Orissa could h-ve honoured the entitl 
ment of out 23 to 31 percent of the population and for about 
50 percent in Delhi and Jc-mmu and Kashmir. 

These facts highlight, from various angles, the implica- 
tions of granting the PDS entitlement to a much larger number 
of people than can be supplied on the basis of supplies mobi- 
lised ■ for- the purpose, ■■ ' 

The states wh Ich cild not .show a good performance with ' 
respect to offtake of wheat, and rice were also the states 
which showed marked., seasonal a_nd month to month fluctuations. 
The stites with betner offtake showed steadier offtake* . Thus 
small offtake along with its unste;. level in certain 

states prevented the PDS froii becoming a dependable source' 
of supply,. 

There has come about a near stagnation in the offt-ke 
level as the foregoing factors show that -there has .been in^^^^ ^ 
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most places very little assurance of the availability of the 
PDS as an alternative and regular- source of supply. This as 
we see in the next two chapters is also related to the 
administrative organisational design of the pDs. 

Adrainistrative and Orq - nlsational Aspects t Different Models 
o f the P .D.S . 

The public Distribution System was initiated as a part 
of National Food. Policy and the centre has played a prominent 
part in it by means ,of procurement and inter-state movement of 
cereals, it nlso allocates many other commodities to the 
states and determines the ex- godown price for the centrally 
supplied GCTOiiiodities. However^ the operational details of the 
PDS are determined by the states, leading to vastly different 
models of the pds in different states* 

The states run the PDS through the Food civil Supplies 
Departments Directorates, often with the help of Civil 
'Supplies Corporations. The states decide the commodity 
coverage, 'ration-sc" les, number and location of licencees of 
the Fps and methods of supplying, regulating --=nd remunerating 
the fPs dealers. .The decentralised dec is ion-ro=-' king required 
for the pDs percolates down to district, block and rationing 



cii^cle levels which handle the tasks of the PDS right from, 
the issue "of' ration cards :tQ making supply arrangements of 
different kinds. 

The (decision to set up arrangements for the issue 
of ration; cards involves the de:;ision about the benefi- 
ciaries of the PDS and the terms and Gonditions of the supply 
of PDS ccxnmodities. Most states issue ration cards to every 
family while in some only the urban populations -is given 
ration cards; while others are served on the basis of registers 
maintained by the Pps. In some states the weaker sections 
are given a different kind of ration card which grants same 
additional facilities to these beneficiaries. In certain 
states/ some sections of society are excluded frcam cereal 
rations while in others the identified poorer sections are 
supplied cereals at a relatively lower price up to a 
specified’ quantity. There are also some states which attempt 
to exclude from cereal ration, self-sufficient farmers, 
however with varying degrees of success. 

Generally the ration cards are issued on the basis 
■of an application which is verified by the civil Supplies 
authorities. , In some states it is the Gram Panchayats or 
the Revenue Administration vjhich is involved in the issue of 



ration cards* at times against the payment of a nominal fee* 
while in some other cases the. issue of ration cards is made 
conditional on the payment of , educational cess and other 
taxes to the Gram Panchayat. :.In‘Such cases the real and 
monetary cost of obtaining, ret ion card may exceed the expected 
benefits . from rationed supplies* . In such cases some sections 
of the population are unconsciously excluded from the PDS 
because they do not succeed in obtaining the ration card. 
Generally speaking, the rural poor and those aSlong thQ Uisban 
poor, living in slums find it difficult to obtain the applica- 
tion form' for a ration card, satisfying the requirement of a 
proper address which can be verified by a Food Inspector and 
then to collect the ration card from the c ivil supplies office 
which may involve as many as three visits to the civil "Sup- 
plies Office. Thus the availability of a ration card which 
is e kind''of gateway or an entry permit for access to the 
PDS is a task in which the poor .and the rural people find 
themselves in a relatively dis— advantaeous position owing to 
the time, cost and harassment involved in obtaining the 
document,^ 

In sane states, on the b.- sis- of informal' instructions, 
all the members of the family are not included -in, the ration 



card, while influential persons succeed in getting false 
entires made in their ca3:ds. ' In any case except for Gujarat 
where about 12.5 per cent of the population is excluded on 
the basis of a set of criteria, the other states do not generally 
succeed in excluding a sizeable number from the issue of a 
ration card. 

In west Bengal statutory and infomal rationing are 
applicable in different parts of the state. Here the cards 
are issued in the name of each individual which enables the 
family to divide its purchases from ration shops according to 
the availability of cash from time to time. In certain states, 
there is an upper limit of the entitlement of cereals on the 
basis of the entitlenent applicable to a family with five 
members. ‘Given, the purpose of the p-^s, one finds little 
justification for discrimination against larger families in 
ration supply. Probably this discrimination is more to do 
with keeping the rice supply requirement at a’ low level. In 
Punjab the poorer sections who are issued yellow cards are 
given subsidised supplies of pulses and edible oils; this is 
a policy worth emulation. 

In states where the commodity coverage of the PDS is 
wider and the supplies regularly available, the cost of 
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availing of the PDS facilities for the consumers are lower. 

In certain states^ like Janunu £: Kashmir^ the administrative 
arrangements for the pDS lead to some arbitrary differentia- 
tion against certain sections of society. The scheme of 
priority in allocation to various areas like urban, and, 
metropolitan out of limited availability of the PDS stocks 
also introduce an element of differentiation. 

Many people get bogus ration cards made or get 
fictitious names included in their ration cards, including 
names of servants, relations -nd even of pets* This may 
be done for a variety of purposes not all connected 
with the urge to obtain PDS supplies. Since ration cards 

are also required for a number of other purposes like proof 
of residence and tenancy, for admission to schools, for 
registration for buying cars and scooters and ■ ^bt'obtaining 
connections, and even for registration of partnership deeds, 
many people get bogus ration cards made in connivance with 
Civil Supplies Authorities and the Fps dealer* 'These cards 
ccme handy for the Fe^s dealer for diversion of PDS • supplies to the 
black market, cases have also been found where the poor . 
families mortgage their ration cards for obtaining lams 
without^ monetary, interest rate but by transferring' the right 



to obtain low priced ration supplies. 

All these facts suggest that the issue of ration cards 
purely for PDs purposes in a costless and appropriate 

manner is a primary condition for the effectiveness of the 
PDS, The present approach of applying first and then v^ith 
subsequent verification and issue of ration cards puts the 
poorer people in a relatively disadvantageous position. Since 
the PDS has been instituted for the fulfilment of certain 
national objectives/ it would be desirable th=t everyone should 
be is su ed':-a ration card at the initiative of the state. This 
means that a door to door enumearation approach for the issue of 
ration cards by the officials a longwith the representatives 
of the local community should be adopted/ and the ration card 
should be delivered on the spot’- at the door steps of each 
household. In the urban areas for those who live .fn;. sli^s and 
resettlanent colonies special efforts are required for providing 
effective coverage under the pDS/ without involving contractors 
or the local toughs dcminating the slums. 

Wheat and rice are covered by the PDS in all the states 
while..coarse grains rarely exceed 5 percent of the total PDS 
supplies of cereals. In many states like M.P./ M'sharashtra, 
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Karnataka, Gujarat, Rajasthan and parts of U.P, etc. some 
coarse grains are an important component of the consumption 
pattern,., -nd- all the factors which reinforce a c-'Se for 
inclusion of wheat and rice under the PDS apply a fortiori to 
coarse grains. Some states particularly Gujarat, -nd 
Rajasthan have, at times," included coarse grains under the 
PDS though only in small quantities and not on a regular 
basis. There is neeci for making coarse grains a regular and 
sizeable part of the, PDS. It should be possible for the 
states to procure and supply the coarse grains at their own 
initiative, either, providing subsidies from the state budgets 
or on the basis of the cross-subsidisation, there ^>7 
introducing price differentiation among different sections 
of Society particularly in terms pf .the prices charged for 
sugar, edible oils and some other manufactured items which 
may be included under the PDS. 

Relatively poorer offtake of wheat and rice in certain 
states may be to a stiro.ng preifassnce. for coarsiS: grains which 

is further strengthened by the fact that coarse grains usually 
^ a scOLl at prices lower than the issue price of wheat 
and rice under the PDS. 


In many areas inhabited by the industrial working class, 
Gonstruction labour, urb-n informal sector workers and in „ 
areas where wheat is not a very popular cereal, supply of 
flour (atta) through the Pps would ^Iso help in improving 
offtake. 'Similarly wheat can be popularised by supplying 
nutritious loafs of brown bread adequately 'fortified with 
vitamins. This would make the PDS an instrument for implemen- 
ting the nutrition programme as well. 

In certain states wheat flour could not become popular 
as it vas of inferior quality kno-wn , as resxiltant flour. 

In the Southern states we were told that properly standardised 
and packaged wheat flour will improve . the offtake. 

Number of other commodities besides wheat, rice and sugar 
are sold -chrougb the PDS channels. In West -nd Punjab 

pulses are also supplied through the PDS, All the argxments 
which can be given for including any canmodity under the PDS,- 
applied to pulses with added force, which/ however, can be 
supplied only by' means of internal procurement. 

Sugar is the most widely and regularly supplied commodity 
under the PDS. Even multi-purpose co-operatives which are 
generally reluctant to supply cereals, show greater interest 



in distributing sugars As far as the commodity coverage of 
the pDS is corteerned/ there is need for the states to enlarge 
the coverage on the basis of lineal conditions. I^^portant 
criteria for the inclusion of a commidity in the pDS basket 
are 5 relatively greater share in the consumption basket of the 
poorer sections of society, fluctuating supplies, rising and 
fluctuating prices, need for giving support price to the smaller 
producers, consumption goods which are imported at a large 
foreign exchange cost to meet essential needs etc. However, 
perishable and slow moving commodities should not be included 
in the PDS. 

Even for the commodities which are supplied all over 
the country like wheat, rice, sug-r and edible oils, there 
are 'large differences among different stater regarding the 
ration scales. This is true both for surplus -^nd deficit 
states. It is also difficult to find any systematic and 
reasonable basis for the inter and intra-state differences in ' 
ration scales. In some cases the ration scales in statutory 
rationing areas are less than those prevailing in some informal 
'■rationing^ areas 

In the fixation of ration Scales a major consideration 
is the proportion of essential consumption which is to be given 
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protection from inflationary pressures. In addition to the 
demand side factors! many supply side factors like availabi- 
lity, production pattern, over-all surplus or deficit posi- 
tion, availability of imports and the capacity of the state 
government to supplement central prccurement, are important 
factors in the determination of the capacity to fix raeaninQ- 
ful ration scales. 

Over and above the adequacy of the ration scales, it 
is essential that the; ration Scales should be known widely 
and remain fixed oyer reasonably long periods of time and 
there should prevail an assurance that these fixed entitlements 
will normally be available, at the retail outlets* 

■ In some of the states which show relatively better 
offtake we find that the ration Seales are relatively low. 

On the other hand in sotfle of the states where ration scales 
appear to be reasonable, per capital annual offtake is rather 
low. This shows that the ration scales are not significant 
by themsslve unless the over-all quantities distributed under 
the PDS are commensurate with the ration scales provided and 
the population covered and that the delivery system of the 
PDS 'is effective. 
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Being a kind of informal rationing, the PDS permits 
only a fixed periodicity of purchases* Except for West Bengal, 
Kerala, Tripura which permit weekly purchases and Delhi which 
permits fortninghtly purchases, in the rest of the states a 
system^ of ■ inonthly purchases from the Fps has been introduced* 
Though some states have issued instructibns to show flexibility 
in permitting more than one purchasei in a month, we found 
that these instructions are rarely followed by the dealers. 

In west Bengal because df issuing individual cards a family 
is able to make more than one purchase,- in a week while in 
Kerala the consumers are permitted to buy more than once In a 
week. Ine implication of^fixed periodicity is iapsing of an 
entitlement if purchases are not made according to the fixed 
periodicity. Taking advantage of this provision, some 'of- the 
EPS dealers lift stocks towards, the end of the period and 
thereby deny access to bona fide consumers. 

Given the economic structure and the level of develop- 
ment in the country, it would be unrealistic to assume that 
the majority of the intended beneficiaries of the PDS have a 
regular monthly flow, of incdnae (or a fixed pattern of 
consumption) to be able to make regular monthly purchases 
according to the stipulated issue period under the pDS. 



vjiven the income level, housing situation and availability of 
untencils for storage of monthly cereal requirements, it is 
difficult to believe that a monthly system of PDS purchases 
is suitable for a majority of the population. 

Further more as a result of the monthly system pf purchases# the 

FPS dealer would need to lift the monthly quota from the , 
wholesale depots. .On the one hand, this increases his ’ 
financial requirements for the FPS operations and reduces the 
turnover of his funds. 0^ the other h--^nd, availability of 
large^ quantities with the Pps makes it econcmiG=!l to divert 
PDS stocks to nonbonafide buyers. 

In many states, there is either a formal or an informal 
arrangement requiring that the consumer buy all the pDS 
commodities at the same time. Even in cases when all the 
cammodities are not available at the Fps simultaniously, this 
provision remains operative. This also becomes a method for 
reducing the access to the. pDS conmodities particularly for 
the poorer sections. 

We find that the difference between the central issue 
piice and the state retail issue price for various ccsmmodi— 
ties are quite substantial among the different states. For 
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both wheat and rice, the differences generally range between 

10 to 15 percent. Thus unlike sugar, there is no uniform the 
PDS issue price of cereals all— over the country. These 
differences are caused by differences with respect to interest 
charges, handling charges, storage charges, storage losses, 
various kinds of taxes like sales Tax and Nirashrit tax, : : 
transport charges and profit margins given to the ips dealers. 

It is apparent that the consideration of • keeping the PDS price 
low by cost minimisation, elemination of unnecessary inter- " 
msdiaries, non- imposition of taxes on the PDS goods, reduction 
of stocking period and reduction of transport charges have 
not been given adequate attention. ’ ' 

As a result of various additions to. the central issue- 
price and the price fluctuations in the open market, the open Market 
retail prices in some stages over certain periods of time-- 
on par with the PDS issue prices, or even fall below it. 

This adversly affects the offtake fran the PDS, It is essential 

that certain price differerce between the PDS and open market 
prices be consistently maintained. This requires that the 
support or procurement price should not remain national but 
should becone the minimimi market price for the fair average ' 

quality of cereals* It also requires that minimum additions 


should be permitted to the central iS'.ue price for deter- 
mining the ?DS issue price. ■ ■ 

There are often complaints about the poor quelity of 
goods supplied by the Fps. In a dual market system v/ith 
public procurement at a uniform pre-announced procurement 
price for fair average quality of grain/ it is quite likely 
that the public agencies obtain relatively poor grain and 
cereals,. Moreover, these cereals further deteriorate ov/ing 
to unscientific and prolonged \>rarehousing. Thus it is 
essential that the pds agencies should make arrangements for 
bulk cleaning/ proper storing, and grading of "the PDS supplies 
which should in course of time be sold in correctly wieighed 
and pre-packaged form. 

Though formal a^cclusion fr.om th*^ PDS may be iimiued/ 
there are some oth ^r factors like commodity coverage, pricing, 
iration scales, periodicity of sale, lapsing of ration entitle- 
ment, etc. which may, as we have tried to show, informally but 
effectively (either voluntarily or otherwise) restrict access 
to the PBS. Thus importance of these factors needs to be 
consciously recognised. 
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Adrainlstrative and Qperatioml Aspects of the P.D..Si Issue s ■ 
related to the Retail outlet.St 

Given regular end adequate supplies/ the needs o£ 
villagers may be met without necessarily going in for setting 
up one shop in each village. For small villages setting up 
of the Fps in the mandi. village or . town v/ould be 

adequate. Similarly locating- shops in weekly haats should be 
useful o In areas with .poor transport facilities, and dispersed 
villages/ mobile shopa/^:not always on motorised vehicles/ may 
be useful s, ■ ■ ^ _ 

Increasing the number of the FPS is not necessarily a 
.method of strengthening the PDS® In fact at times more shops 
have been opened by bifurcating the existing shops at the same 
locationo Without appropriate turn over/ o^. aning more shops 
may redxoce the viability of the Fps dealers, leading to poor 
service to the consumers and even diversion of th® PDS supplies 
to non.-bonafide buyers. ' ^ ^ ^ 

The choice of location of the Fps is rarely given a 
conscious consideration. The location of the Fps determines 
proximity and the ^ase of purchase for the consumers and is, 
therefore, significant. Location also affects the rental 
value of the shop and hence the cost of the Fps. 



Generally speaking there are three types of the 5'PS 
dealers? private, co-operative end governmental (either 
departmental or run by civil Supplies Corporation) . The 
co-operative . Fps are generally run by large multi- 
purpose co-operative siocieties which run the FPS as one of 
its many activities. Generally it was found that these co- 
operatives give their Fps function a low priority. 

Many co-operatives run more than one . FPs. 

The cO-operative FPs does not necessarily function 
better than' the private FPS in any marked manner. They 
give greater priority to credit and input distribution 
functions. Among the PDS conimoditiee, the co-opers tives 
show greater interest in sugar than in cereals. Even the 
amount given by the Government by way of capital finance for 
the Fps functions is at times diverted to other purposes. 
Their financial position is. not often very strong and lifting 
of the PDS commodities is fairly irregular:. Their wage bill 
is relatively larger. They at times -a Iso sell many other 
ccffnmodities like kerosene, controlled cloth, edible oils etc « 
which improve their performance, 

states ' like Tamil Nadu, ard 
Jammu & Kashmir seems to be offering fairly effective 



Service to the consumers and are generally found to be 
viable. The largest single group of ra tall outlets are run by- 
authorised private dealers v/ho are chosen by the sta'te 
government, at times on the basis of set of guidelines laying 
down the order of priorities for choice of the Fps dealer, 
■which include giving, preference to ST/sc,' unemployed persons, 
ex-servicemen, vjar v/idows the educated unemployed etc. The 
authorised dealers are allowed a margin on the sale of the 
PDS commodities which are generally uniform within -the states 
-There is no prohibition- ag^sinst the authorisation of 'conven- 
tional traders including those who are dealing in the same 
commodities bn their private account. However, some states 
prohibit the 'dealers from privately dealing in the goods 
covered under the PDS. 

Generally the FPS dealer has to obtain the stocks of 
the PD3 commodities from the wholesale depots whether private 
or governmental on fixed per iod§::- against pre-payment. 
Various farmulae are adopted for defraying the transport cost 
to the Fps dealers^ Many a times the Fps dealers complain 
about these delivery arrangements as costly, harassing, time- 
consuming and erratic, affecting both quality and quantity 
of the supplies obtained. The supply arrangerients are a major 
cost item for the Fps dealer and play an important part in 


ensuring regular supplies. The arrangement to collect 
'supplies from private wholesale depots and from a large, 
town or Taluka headquarter creates possibility of unauthori- 
sed sale and non-availability of goods to the consumers. At 
times the transport cost defrayed is considered inadequate 
by the dealers fc The i'ci of other agencies controlling the 
■whoiesale depot come in for a good deal of criticism by 
both the Fps dealers and the state agencies. There are also 
complaints of unauthorised payments at the time of delivery 
as a'iso of under-weighment and poor quality. 

In some states . the Fps dealers have formed an 
association and obtain their supplies collectively through 
their association. This arrangement is found both economical 
and convenient by the FPS dealers. Lately some states have 
also started the practice of delivering the PDS goods on the 
door steps of the FPS. Apai't from ensuring regular availa- 
bility, this arrangement also provides the basis for systematic 
concurrent monitoring of the stock position. of the FPS dealers. 
Even when the state agencies directly deliver stocks to the 
Fps there arises seme problems like tips to the delivery staff, 
under weighment and the difficulties of supplying fractions 
of a quintal as small quantities are not delivered. 
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Various state governments permit a profit margin to 
the Fps dealer at specified rates either as a fixed sum or 
ad-valorem. This margin is borne by the consumers. 
Additionally empty gunny bags or tins are also allowed to 
be retained by the Fps dealers. These margins differ 
vjidely among the states. " - 

Though generally the Fps dealers blame their poor 
eainings on low rates of margin permitted to them, 
we find that in states with- a relatively good layel turn 
over the earnings of the FPS dealers cannot be considered 
inadequate. The existing margins pinch mainly in the' states 
with low turn over. These states where mainly sugar is sold 
through the FPS and there is little offtake of oereals, the 
legal earnings of the FPS dealer are low. However, it would 
be - incorrect to pres\ame that any the FPS dealer retails on 
every working day for the full working hours with so little 
turn over to handle. Nor that he serves the consumers of the 
area regularly and effectively. Thus in such cases ^ 

FPS operations are carried out for a few days in a month 
while the cost of wages, rentals, interest of capital etc. 
are shown for the whole month. This distorts the picture of 
returns available to them. Furthermore, since the margins 
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are borne by the consumeij. increasing the margin v.7Qu I d raise 
the consumer issue price arid rc^duce the difference betv^een 
the open market and the PDS price. This may further reduce 
the turn over. It appears thus, that raising the PDS margins 
is no solution and mav/ in affect be counter-productive. 

Actually the profit margin should essentially be 
considered a remuneration given to the PPS dealers for 
marketing assured supplies to consumers with given entitle- 
ments, 

A number of alternatives can be adopted for increasing 
earnings of the PPS dealers frcm • PDS operations* This 
might include methods of increasing turn over by vjidening the 
commodity coverage, assured regular supply, assured quality 
of goods and reasonable price difference between open and 
controlled, prices. Similarly many methods might be suggested 
for reducing costs like batter, less costly and more regular 
methods of delivery of stocks and methods of reducing the 
cost of working capital, for example, by replacing the method 
of pre-payment by a method of granting a week's standing 
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credit to the FPs dealer. However^ such a system of 
O'd. arranged delivery to the Fps dealer without 

pre-payment is to be accompanied by a reasonable security 
deposit from the dealer and compulsory insurance cover for 
the stocks. In so far as a monthly systom of delivery of 
stocks is replaced by a weekly system. such delivery 
\^ithout pre-payment cause little additional cost to the 
Government by way of loss of interest for a week. However/ 
in So far as the system improves offtake -^nd prevents 
diversion of stocks to non-bonafide buyers, the costs would 
seem to be insignificant. , 

A higher level of turnover of the FPs ensures both 
better coverage of the population and better earnings by 
the FPS dealers. Thus increasing the offtake fr.cm the PDS 
by means of a better balance between available supplies and 
total entitlement would go a Igng way in increasing the 
access of the buyer to the PDS and the viability of the Fps 

In order to prevent leakages from the pDS concurrent 
monitoring of deliveries to the Fps dealers and the 
piarchasing behaviour of the card-holding population at the- 
time of replemishment of supplies' would ensure a; better 



synchronisation between the PDS operations anb the PDS 
objectives:. In such a restructured PDS ^thsre hardly 
exists a case for granting higher profit margins to the 
IPS dealers because the style and level of functioning of 
the changed system is likely to ensure simultaneously both 
the objectives of granting better access to the poorer 
sections and improving the earnings of the IPS dealers. 

Generally it is the civil* ^Supplies Departments in 
various states which organise the pDS operations and 
enforcement of rules and regulations by the FPS licencees. 
by means of periodic checks and raids by the enforcement 
staff like inspectors. It is the same sot'of officials gsnarally 
which organise.;-- 1116” PDS/ arranges supplie .and carriy - out 
periodic checking up. The system is based on the assumption 
that unless deficiencies are detected br repotted the system 
is working according to the policy designs and intentions* 

ThiS/ however/ may be a misleading' assiimptioh because it the 
terms and conditions for the functioning of the, Fps are not 
such that while being fair and reasonable to the Fps dealers, 
they are also capable of satisfying the needs of the' consu- 
mers effectively, there is a possibility of their 
informal and defaeto arrangements to meet the terms and 



conditions foxmally, while in effect the objectives of the 
PDS may not be served. Hence it is essential that a 
comprehensive package for increasing the effectiveness of. the 
PDS include making the rules more objective, attuned to the 
needs of the consumers, and capable of concurrent monitoring 
simultaneously with the process of administering the system. 

In most states the civil Supplies Directorates are the 
major agency for managing and co-ordinating these tasks. 

Since the PDS is an administrative intervention in the market 
and has to function as a special component of a dual market, 

3 Govt. Deptt. in terms of operational, financial and 
functional terms, may not prove equal to the task undertaken. 
Hence there is the need for a igivil Supplies Corporation being 
set up in each state.. However, the setting up of a- Cofpor*,tlon 
need not lead to duplic?^tion of agencies and authorities. 

Hence the functions discharged by the civil supplies Dirsctora- 
tes have to be fully entrusted to the civil Supplies Corporation 
thus doing away with the DireGtorate and entrusting the 
Corporation all the functions of managing the .PDS. However, 
in so far as there are private and co-operative departmental 
retail outlets, the functions of enforcement and inspection 
may be entrusted to a separate agency. 
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An IPS may be allowed to sell a , large,; number of 
conimodities both on the PDS and the private account except 
that the PDS commodities should not at a 11, ..be -sold on priv-te 
account by the Pps dealer. 

It is observed that on account of a large number of 
factors the state and district authorities change the PDS 
entitlements from time to time. Sine® people may not baceme 
aware of the changes and such changes weaken the assurance 
of steady availability, there is need for minimising such 
changes. However, whenever such changes are inevitable they 
should be widely announced through the ess, radio, PV and 
prominent displays at the IPS, 

, Such changes and entitlements often arise from 

frequent changes in the central allocation of the PDS 
commodities to .the state and/or district authorities. 

In the face of such uncertainities some states in their turn 
follow a certain order of priority in allocations which 
generally tends to favour metropolital and urban areas 
vls-avls the rural areas. As far as possible there is to be 
a greater degree of steadiness in the allocation to the 
state and district authorities. Phe state and district 
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authorities may also undertake direct procurement at the 
support prices from their respective areas provided that 
either the state government meets the subsidy bill or 
permits the civil Supplies, Corporation to engage in the distri- 
bution of some profitable commodities and thus cross-subs idise 
the sale of essential cereals and possibly also pulses. 

Given the lov; level of consumer consciousness there 
is a provision in certain states for the setting up vigilence 
committees/ At least at the level of the FPS/ there is a need 
for a vigilence committee v;hich is elected by the house-wives 
of the area from among themselves/ Names of the members of the 
vigilence Committee should be prominently displayed at each 
Fps and the time and place at which they could be contacted 
should be specified. None should be allowed to continue as 
a member of the Vigileme committee for more than a two year 
term. The civil Supplies Corporation should keep the Vigilence 
Committees informed of all the rules snd regulations, supply 
position and changes in these respects. 

The Consumer and the Public Distribution System; Utilisation 
and Access » 

On the basis of indices on consumer utilisation it was 
observed that the lowest level of utilisation was that for 


wheat followed by the for rice and then for sugar; the level 
of utilisation in rural areas was lower than that in the 
urban areas. Similarly, deficit districts showed better 
utilisation than the surplus ones, though the difference was 
not so marked for sugar. The utilisation for wheat in the 
Southern and Eastern region generally classified as non wheat 
ea.-ting areas was quite high indicating the acceptability 
of the cerial. For rice, the level of requirements met 
through the PDS was quite low in the western and central 
regions. 

The better performing states on the basis of utilisa- 
tion are west Bengal, Andhra Pradesh, Kerala, Jammu &. Kashmir 
and Delhi. Moreover the major reasons for non utilisation of 
the PDS facilities were found to be non availability of stocks, 
unacceptable quality, and lack of purchasing power. Lapsing 
of entitlanents which may be largly due to non-availability 
or delayed stock lifting by the Fps, is most serious in the 
western. Central and Northern regions. 

Though utilisation levels are low they vary inversely 
with levels of expenditure but this does not mean that the 
lower expenditure groups have better access tp the P.D.S, as 
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the absolute quantun of purchases from the P.D.S» by these 
groups is much lower than that of higher expenditure groups. 

The absolute amount of purchases under a system ©f uniform 
ration entitlements are higher for the higher- income families. 
The ui'ban consumers and those in deficit districts are served 
better by the PDS -than their rural and surplus .^disttict 
counterparts. There are signi ficant. inter-state differences 
in the extent of utirisation of the pDS facilities. 

It is seen that the possession of a ration card':by itself 
does not assure a high level of utilisation indicating the 
critical importance of timely availability. In this connection 
it m.ay be seen that as many as 8 percent of the sampled house- 
holds do not have ration cards, this could possibly be an 
underestimate as a very large proportion of households did not 
respond to queries in regard to the possession of a card. 

Among the states that are fairly deficient in the issue of 
ration cards are Bihar, Orissa, Andhra Pradesh and west Bengal, 

Inordinate delays in the issue of ration cards were 
r^orted from Bihar, Punjab, Uttar Pradesh, West Bengal and 
Tripura. ' . . ^ 

A fairly large nvimber of respondents found it difficult 
to fill up application fonts, while many reported having spent 


time and money for getting a card. Yet another important 
problem is that the choice of an outlet is most often not left 
on the consumer and greater flexibility in this regard would 
be useful, . 

The degree of self-provisioning was found to be quite 
low for our^ sample" Showing a high degree of market dependence 
and thus the critical importance of the adequacy of the 
stipulated scales is indicated. Wages in kind were not 
sub-stantial and could only meet the full requirements to 
a negligible extent The inadequacy of scales is also 

reflected in the high incidence, of the practice of leadning 
and borrowing cards among consumers. 

A lack of awareness regarding scales is observed. 

This may be due to the frequent changes in scales or perhaps 
.even due to cynicism or indifference on the part of consumers. 

,.The .lack of awareness could possibly be "creating conditions 
for: the diversion of sto:^s to the black market. 

With a substantial proportion of the total population 
recieving irregular incomes it becomes obvious that the 
longer the issue period the lower is the degree of utilisation 
and access. The degree of utilisation is found to be much 



bettor in states whore we y o.r -fortnightly ration issUG is 
p -rmittcd* it may also be noted that there is a pradominGnt 
profer-inca for weekly ratior^s among the sarrplod population. 

So much so that about 65 percent of the sanplod population 
prefQrrQd weakly issue, 

Among the most predominent consumer complaints related 
to c^ality of supplies are the existence of broken grain and 
chaff indicating unpropur milling and the need for greater 
Cara at the level of procument, A fairly large number of 
respondents also complained of contaminated supplies. The 
sampled population primarily holds the government responsible 
for bad Quality, however, some do held the F.P,s, dealer 
responsible for deterioration in the quality of supplies# 
of through irrpropar storage and adultorration. Among the reasons 
for hot conplaining inspite the problems faced, we find that, most 
people do not oomplain because of two reasons i.e, they are either 
not aware of who they should complain to or they find it quite 
useless to oonplain and are rather cynical of the administrative 
machinery. 

As for the location of we find that most villages 

have a retail outlet Conoy 10 percent were found to be without 
a F.P.s.). though the network of shops in urban areas is denser*' 


The situation seems to be satisfactory as far as lioa- tion is 
concerned. A large majority of cjonsuraors did not have to. travel 
sno're than 2 kres in order to reacha, the F.P.S. 

Irregular opening of shopS/ vjhich is an important 
factor in the proper fQ&otioning of thg. Po.D»S# id observed in 
S'.one regions, specially in the Eastern and central ragi-ons. 
Considerable delays in retail servicing, +he incidence of 
improper weighment and th® inadequacy of information provided 
to the consumers through displays or notices at F.p.s. are 
reported fron our sample. A little less than one third of the 
sample households have to spend more than half an hour in the 
process of buying the PDS commodities every time they visit 
the F.p,s<„ indicating slo'w and inefficient rstailing. 

On the basis of some important socio economic indalators 
for our sampled population it may be seen that v7hile the 
general condition of life and livelyheod seen particularly 
adverse- in some states such as Bihar, M-dhya Pradesh, Haryana, 
Rajasthan and Karnataka it is clear that the level of utilisa- 
tion as well as the general operation of the P.D.S. is .far 
from satisfactory is these areas in particular. Such a 
situation warlfa-rits sciSe ''immediate .steps._ for. .improving the 
administrative design and policy regarding the P.D.S. in these 



Tha Functiniiina and viability n£ Retail 0ufclet =js 

With regard to the number of units/cardS attached to 
each outlet we observe that; at the fiational level the 
nurrib r of units attached to. each; shop are either too low 
thereby affecting turnover and viability dr too high and 
thereby affecting proper servicabllity and iitilisatior^i It 
is seen that while a large number of outlets belonging to 
Cooperatives are seen to be having more thaxi 7000 units 
attached to each of them# in the case of Depaartm entail y 
run outlets the number of units atfeached is in most cases 
belovjf 2000 units# while they are capable of handling many 
more customers*' 

I^reover it is also observed that the number of units 
attached to most shops in the hill areas is rather low and 
maybe seriously affecting the viability of thcos outlets#^^^^ ^ ^ 

but this is largely due to the terrain as well as the scatter 
of habitations and thus unavoidable* However in the Northsm region 
difficAency of units p -r shop may be posing serious constraints on 
turnover and needs to be looked into* 

In states such as Gujarat# Maharashtra# Rajasthan# 

West Bengal and Tamil Nadu there are a substantial proportion 


of retail outlets which have attached to each' of them units 
in excess pf. 600,0 which could be leading to lack of utilisa- 
tion due to ineffective rservicability ^nd c on^^sti oh'/-' ' ■ ' 

In shoirt the number of units/cards attached to each 
shop display an imbalance in as much as most shops have 
either units/cards that are too few in number for attaining 
viability or too many in number affecting proper utilisation 
and access. 

In regard to the Sale of both rationed & non-Rationed 
commodities f ran the authorised" retail outlets it is observed, - 
that; the sale of similar canmO’dities both rationed' and 
non-ratloned from the same, shop floor in some states such 
as H.P,, Gujarat, Miharashtra,/,Jammu & Kashmir- as well as,: 

Tamil Nadu, could be not only leading to aaui-ceration but 
also tying up of PDS sales. This also leads to the neglect 
of the sale of P.D.S-. commodities., and affects access rather 
seriously. ' '■ , 

An analysis . of data related to the age profile of 
retail outlets show that, a substantial proportion of sampled 
retail outlets are more than 5 years old indicating that 
they are well established and continue in the activity inspite 








the allegedly low returns. There are, however, some states 
with a large proportion of relatively new shops namely Bihar, 
MiP, Haryana, Punjab, Orissa, A-.P," and UiP* These cases may 
indicate both the rapid pace of licencing as well as a high 
rate of 'mortality* or winding up of retail outlets. 

As for the location of wholesale stocking Depots it ■ 
is seen fron our survey that, as many as 42 percent of the 
retail outlets in our sample are- found to be lifting consign- 
ments from multiple points, possibly leading to considerable 
delay and transport costs in addition to duplicated infra shru- 
bs cture and an over extended a dt inis tration. The problen ■ of 

I multiple stocking points was most marked in Bihar, Karya-na , 

j! Kerala, Orissa, A.P., West Bengal and Tripura. This problem 

I of raultiple stocking points may also be on account of excessive 
licencing of wholesale depots, in addition to in appropriate 
. location. In addition irregularity of wholesale operations 

; is reported from the Northern western and metropolitan regions. 

! In short, the existence of multiple wholesale stoc'king 
points fpr various commodities lead to inordinate delays in 
■ lifting and timely retail sale/ higher transport and handling 

costs, as well as a greater aciministrative effort In -directing 


and monitoring of wholesale activity. In addition irregular 
functioning is also reported in some regions. 

The costs of transportation is an important factor in 
the effecient and vaible functioning of the outlet. 
Considerable variation in transport costs per quintal of 
commodity is observed even v/i thing regions. What seem more 
surprising is the difference in costs- for similar commodities 
like wheat and rice. Transport costs are reportedly lower 
for departmental shops vis-.a-vls cooperative and private 
outlets. 'Further”more it* is observed that: transport arrange~ 
ments ' in many regions are unreliable and unpredictable due 
to undue reliance on powerfully organised private transpor- 
ters. . r- 

In regard to the time dealers take to complete various 
administrative formalities we see that^ more than half the 
sampled respondents reported to be travelling more than' '5 km. 
in order to reach the concerned office for completing various 
administrative formalities. This was more so in the- case of 
rural shops, this indicates the time spent in travel a Ion©. 
The situation in urban areas seems better. The frequency of 
such visits was found to be considerably high in the case of 
states such as Kerala and Tripura. 


It may thus be saiti that coasiderable time and effort 
is required by most retail dealers in the completion of 
administrative formalities (some of which may be unnecessary) 

Regular Inspection of the,, retail outlet is cmitical 
to the proper functioning of the retail outlet* Irregularity 
of inspection seems marked in the northern and hill regions. 
This may be on, account of the low level of mobility, morale 
and motivation of . the inspectorate* States needing special 
attention in this regard are Bihar, M.P,;, . Gujarat y H,P. , 
Karnataka, Punjab and Rajasthan* 

Turning to the general complaints voiced by 
dealers in our sample we find that in- general the largest 
number of complaints were related tp the irregular delivery 
of goods, the poor .quality -of supplies aliccated, and the 
poor quality of gunny bags or packaging. 

Adequate and timely financing of retail operations 
plays a crucial role in the functioning of the system, .- In 
this regard wS see that- as many as 48 percent of the sampled 
shops reported access to institutional credit, and the rates 
of interest paid for borrowed funds average around 12% at the 
national level. Wide variations in the rate of interest was 
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observed among states; the highest rates being reported 
from/ Gujarat, Maharashtra / Delhi and Karnataka. 

The availability of finances in rural areas seem to 
be difficult as compared to urban areas, -nd a greater 
reliance on borrowed finances is seen in the Metropolitan 
and central regions while in the Ej stern and Western regions 
most dealers utilise own funds. Moreover a very substantial 
proportion of borrowing is from friends -nd relatives while 
in Bihar, Haryana, Karnataka, U.P, and Tripura borrowing from 
local moneylenders is fairly rampant. 

As for the earning profile and socio-economic back- 
ground of the dealers family we observe from our sampled 
population that urban dealers had more earners per family as 
compared to rural S'. p,S. dealers. More than one earning 
member in the retailers family is reported mostly from M.P., 
Hriryana, Kerala, Maharashtra and Kajasthan. This may indicate 
the Supplementary nature of the retailing operations in these 
areas.'. 

It is also seen that a specific perference to S.c. and 
S.T, is noticable only in the case of 'West Bengal and Tripura. 
Further more most dealers have a trading background except 
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perhaps in states such as M.P., Kerala ^ West Bengal and 
Tripura / where a large proportion of licencess were 
previously 'unemployed. ' 

A major proportion (nearly 70 %) of the. licencees who 
have a trading background were dealing in food grains and 
groceries and it may be said that other members in the f'-^mily ' 
often continued to remain in private trade in the vicinity . 
providing opportunities for diversion. The dependence of the ■ 
people^so closely related to the FPS dealer on private trade 
may be an important factor cbniributing to many v^eaknesses 
noticed in the worki of the FPS. It was further observed that 
as many as 28 percent of the dealers resided in the same or 
adjacent premises. This may also--PJrovidQ oppoxtunities. the 
concealment of stocks and' the deversion of supplies. 

It inss also seen from our results that about 30 percent 
of our sampled respondents were active members of trade 
associations. The level of membership to such bodies was 
relatively higher in Delhi/ Jammu & Kashmir, Kerala and 
Punjab. One of the most critical factors affecting availa- 
bility, and there~by access is ‘the adequacy and, timely lifting 
::ofsstbck&'(by(retailers:.£('-^^,.^ j 
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Substantial delays in lifting of stocks is observed 
for our sample; more so In Assam, -Bihar, Gujarat, Karnataka , 
Haryana, Punjab, M,P» Jammu & Kashmir and Rajasthan. Stock- 
lifting is observed to be more frequent and regular for states 
that have a weekly issue period and in urban areas as compared 
to rural areas. Sugar is lifted with greater regularity as 
compared to other commodities. 

Actual lifting as a proportion to scale-based require- 
ment was found to be only 16 percent for wheat, 33 percent for 
rice and 79 percent for sugar, for the national sample. 
Cooperatives and Departmental shops have been lifting larger 
quantities as compared to private shops. The most substantial 
lifting of wheat is observed from the Eastern region while the 
northern and Western regions are seen to be very poor lifters 
specially in the case of rice. 

It is most interesting to note that states such as 
Orissa, WeSt Bengal, and Tamil Nadu lift substantial amounts 
of wheat inspite greater consumer preference for rice. Lifting 
of both wheat and rice are observed to be dismally low in Bihar, 
M.P. Gujarat, Maharashtra, Karnataka, Punjab and Ra jasthan. 
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The picture for the lifting of sugar is totally different ■ ' ^ 
with retailers in most states most often lifting their entire 
entitlement, 

As for the availability of stocks it is seen frcm our 
results that figures on the stock position -t the time of 
our survey indicate 58 percent of the Sr-mpled shops having 
no stocks of wheat, 46 percent with no stocks of Rice,,-- nd. ' 

33 percent with no stocks of sugar. This very clearly brings 
out tins low level of regular availability and thereby access , 
to the p.D.S, The availability of stocks was observed to be 
the highest for Departmentally run shops as compared to 
cooperative and private outlets. 

itirther more the stock position in rural areas is obseiryed 
to be much lower than that- in urban areas. The poorest stock 
position is observed in the Northern Region while stock 
availabilities in the Southern 'and Eastern Region was rela- 
tively higher. Low stocks of sugar were marked in the 
Northern, Southern and hill regions. The stock position in 
Kerala should be specially mentioned as being high an account 
of the one, weeks inventory held by each shop. 



Results ireiated to the pattern, of- sales from sampled 
outlets reveal the clustering of sales during specific 
periods in a month . denoting irregularity of ^ 

sales ^the bunching of sale was most prominent towards the 
end of the month* This clustering of sales towards the end of 
the month. was most prominent in Rajasthan, U,P, Maharashtra, 
Gujarat and Haryana. This pattern of sale could possibly be 
closely related to delayed lifting of stocks. 

As for the quantum of sales the lowest sales recorded 
for all commodities were in M.P., Haryana, Punjab and, 
Rajasthan, Assam, Gujarat, Maharashtra, A.P. ^-nd U,p, Hov7ever 
fairly regular sales were recorded in Delhi, Jammu & Kashmir, 
Kerala, Tamil Nadu, west Bengal and to some extent Orissa and 
,.Trj,.purav . 

In regard to the consumer service provided ->nd records 
raentained we see that the general level of consumer services 
provided are observed to be very poor specially in states such 
as Rajasthan, Punjab, Karnataka, H.P., Haryana, M.P, Assam and 
Jammu & Kashmir, The poorest among the services provided were 
the display of conmodity samples, working hours and working 
(Says and the proper display of the stock position. 
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Moreover with the exception of the southern and Metro- 
politan areas ^ the mentainarce of records is generally very- 
poor, Among the states/ Assam, Jai-nmu & Kashmir Karna- 

taka, A.P,/ Punjab and Rajasthan were found to be rather 
poor in this regard. 

Our survey results on the viability of retail outlets 
clearly show that of rhe shops for which adequate data -was 
available, a substantial proportion were found to be viable. 
Among the shops that were clearly nonviable, the largest 
number were cooperative outlets^*- Here the most important 
factors affecting viability were high vjage costs and low 
turnover. However the major reason for non-viability seems 
to be low turnover rather than low margins. Non viability 
was most noticable for our sampled shops in Haryana, 

Karnataka, Maharashtra, A.P. and Rajasthan, It may also be 
noted that wide variation in margins is also observed between 
regions, pointing tov;ards the need for standardisation. 
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G HA.PTBR VIII 

SUGGESTIONS AND RECQjyMENmTIOHS 

Macro Policy Issues and Target Group Orientation; Our main 
suggestion concerning target-group orientation is that in ‘ 
the present circumst'nces of a dual market for essential ' 

cereals and the predominance of the open, uncontrolled market 
segment, there urgent need to introduce special measures for 

radically improving the access of the poorer sections, who 
become wcrse-off as a result of rising prices. The improved 
access is of critical importance specially in the case of 
cereals and pluses. The first and foremost condition for 
this purpose is to increase the total quantity of cereals 
xvhich' form part of the PDS. As the sevent’" plan working 
Group on the PES has suggested that “if 80 per cent of. 
minim’om needs of these sections (i.e., the people below 
poverty line) are to be met through the pDS, the size of the 
PDS has to be about 28 million tonnes which would be almost 
double the size of the present system *V , It further says that 

;P.8. It further says “Since the working of the m^:irket 
forces can be assumed to be Influenced by the relative shares 
of the two segments of dual ;.market, unless the PDS segment 
becomes larger than the open market segment, it may not perhaps 
acquire the desired effectiveness in controlling prices and 
ensuring distribution of adequate supplies to the consximer.'* 
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by the year 1989-90, the level of supolies under the PDS 

v:.' t.' 2 ■ ' ■ " 

should be raised to 30) ml 11.'. on tannes. .- Thus gradually 
increasing the toral offtake by consumers from the PDS is 
an important pre-condition: for providing inflation- insulated 
cereals to the poorer sections. This v;ou Id require thar coarse 
grains too should be included under the PDS. For a number of 
states which have course grains as a significant crop -r^nd 
also as a dorainent component of the consuption basket, inclusion 
of coarse grains in the PDS basket would enhance its cepecity 
to honour informal, rationing entitlements given to the poorer 
sections. Since a. sizeable increase in the quantities, 
supplied through .the P.D.S, of cere.als is a critical step for 
granting better access to the inflation-hit poorer sections, 
it would be essential that the srate governments through their 
Civil Supplies Corporations- undertake specific procurement 
responsibilities. Apart from enabling the state agencies to 
take into account local conditions and regional specificities, 
the enhanced role of the state agencies may lighten the burden 
of administrative overheads, prolonged warehousing and long 
and avoidable movements of grains. An important point to 
realise is that every state, irrespective of its overall 

P. 15. It is on account of serving the needs of the 
weaker sections. 
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character as a food surplus cr deficit state, has surplus 
pochets (sub-regions) and sua:plus farmers fr’.rn v.'honi it should 
be possible to mobilise cereals for supplying a reasonable part 
of the recyii remen ts under the PDS. ■ 

The state governments operating through, the agency of 
Civil Supply Corporations which become the agencies for 
managing the PDS in all its aspects, with stable and obje— 
tively determine^i allocation from the Central pool and . 
strengthened by their own direct mobilisation of the supply 
of the PDo covered cereals would be able to undertake supply 
planning for keeping the chain of the FPS regularly supplied 
and for honouring the entitlements given to the population. As 
a part of a larger excercise in supply planning, provision for 
an adec|J.ate inventory amounting to supplies necessary for at 
1 east two i s su e pe rlo ds shoul d b e maintain ed at the co rpo ration 
storate points in all districts at all times. Moreover this 
arrangement should be viewed in the light of' providing greater 
assurance of regular availability, which is critical in maintaining 
turnover as well as confidence its the PDS. 

However, since the nati<-'nai policy, is to have a dual 
market for essential g'^ods, 'and to treat the PDS as a ^pple- 
mentary S'^urce for meeting a part- of the total rec|J.i ran ents 
(rather than treSt taie PDS for meeting .the entire demand or 
need for essential goods) , there are constraints on the -size 
of the quantities of Cereals, pulses, sugar etc. which may 
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be supplied throu^b the PDS channels, In a dual market 
some part of the needs has to be met through the open 
uncontrolled market in which private traders sell the 
commodities on their private account. Even if over , 
the next few years the PDS begins to cover a much larger 
part of the supplies than at present .and makes this, share 
correspond broadly with the size of the total entitlements k 
of informal ration Supplies granted to specifically chosen 
groups of the population! a fairly large part of the total 
supplies of essential commodities like that of cereals would 
continue to move through the channels of private trade under 
the present dispensation. .Thus the policy-design of the 
PDS.. has to take a decision as to who are the groups of 
people who would be required to buy all their requirements 
from the open market who would be, required to use both the 
market and the PDS, and who# if any, . are the groups of 
people whose entire specified level of needs (and not demand) 
has to be supplied through the PDS. Without clear-cut 
decisions on these crucial issues, it may neither be possible 
to undertake supply management based on plans of supply end 
requirements, nor to honoxrr the entitlements in terms of 
policy goals rather than on the basis of an' interplay of 
market, aciTiinistrative and social forces* ' . 
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It is from this perspective and based on the 
understanding that while some occupational groups become 
better-off ■through inflation while others lose some ■ 
ground; both absolutely and relatively; that we suggest that^ 
in . the:' present circumstances ^ ■ it is both necessary and ' 
desirable to introduce e* certain hind of target-group ' 

" orientation in the' Pbs." This is essential in or der-' to grant 
tWprbyed. abcess t'b the F'D^tupplies’'''fdr' ’those' who become' 
v/brse-off:.- through .d '-p-roc'feSs^^^ of rising -prlcesV-^ aS''’well as tc 
improve the overall • price-restraining intlteribe of ' the' PDS 
by means of' improving the relative share of the PDS in" the 
total supplies of the* essentie I goods like cereals' ‘t-nd 
pulses. I'urthennore/ sUch orientation heed hot be generalised 
for all the canmodities as'" the aims sought to be achieved 
may well be served by' confining the target-qroun orienta- 
tion to some critical commodities / specifically to wheat/ 
rice, coarse grains and pulses.-' It means out of the existing 
the' PDS basket: :of goods, for ''sugar,^' edible oils etc there 
■ is hardly any need for introducing target group orientation. 

In our view, four occupational groups, as discussed 
i earlier,, viz., (1) all registered traders (ii) non-wage, ^ 

I non- salary earners engaged, in, industry, except for self- 


anployed artisans, (iii) all cultivators who own four hectares 
and more of irrigated land qx . Its equiva lent/ and ( iv) all 
self-employed professionals in the organised sector , need 
not be given any entitlement to buy cereals and pulses from 
the pDS. Though nimerically these four groups may not form 
a very large part of the papula tion, in terms of income and 
demand for foodgrains/ they constitute a rather sizeable part 
of the respective oatiosel totals-* Foar pne thing* -theae groups mos 
often voluntarily exclude themselves frcam the PDS supplies / 
except either buying for their .servants lending their 
ration cards to others like mo^e needy friends, relations, 
neighbours, employees, etc. Thus their exclusion from th© 

PDS may not cause much hurt, particularly because their 
entitlement to sugar and edible. oils is being maintained. 

Secondly, these are the occupational groups who do not 
become worse off during an inflationary period, and most often 
benefit frcxn rising prices, so that there is little justifica- 
tion for giving inflation protected rel^itively low and stable- 
priced supplies, involving subsidies, to these groups* Then, 
this scheme is a feasible one because it is possible to 
identify these occupational groups fa i^^ly accuretely, parti- 
cularly- by me.j'hs of t-i door-to-dodr -enUmerrition for issuing 
ration cards by- -a- team -of functionaries including representativ-es 
from the area concerned. 



in fact, along with restricting the, access to the 
PDS supplied cereals and pulses to those who,. become worse- 
off as a result of inflation^, one may think; of strengthenihg 

■ the target - group orientation by bringing in coarse grains^r 
■pulses and dust tea into the PDS basket. Coarse- grains and 
'pulses which are to he obtained through internal procurement 

■ too would haye to be subsidised for the people below the ' 
poverty line. Since sugar and edible oils,, h^ve a sizeable 
difference between the pDS price and the uncontrolled, open 
market price, the PDS may supply, the four ocGupational groups 
identified above sugar and edible oils at a somewhat higher 
price, though with larger entitlement per person (which partly 
compensates for the higher price charged) than the prices ■ 
charge.d' f ream the rest' of .the population. The resources thus 
obtained may be used for subsidising coarse grains and pulses 
supplied to specifically identified weaker sections like 
people below the poverty-line, ■ tribals, etc. Incidentally in 
so far as: public agencies procure and distribute, pulses .=ind 

»'oarsB grains under ■ the pd§! It, should • lea d, to price stabilisa- 
tion and prov.ide incenti-^es . to the growers and thus help 
the economy 'in general.: 



The conditions and steps we hava described so f^r 
coix::erning target-group orientation, i.e., improving the 
access to the PDS benefits, for those who need them most, 
may be considered policy issues. Deciding these issues is 
important and necessary but not sufficient for achieving 
the stated objectives in practice. The PDS Is an inter- 
vention in the market and it is designed and administered 
by a number of public, private and cooperative agencies. 

Tor ensuring the institution and operation of an effective 
dela'''’'erv svstem under Jthp pps^ particularly from the point 
of view of the needs and special circumstances of the 
target-groups, it is important that the administrative 
design of the PDS, setting up of the Fps and distri.bution 
arrangements, is sui.tably designed. These issues are of 
crucial significance. Hence we make a number of suggestions 
concerning the delivery system under uhe PDS. These sugge- 
stions are derived frcsm our survey results, discussions, 
observations and a priori analysis . Like the policy aspects 
about target-group orientation, ■^hese steps from an organic 
unity and must be viewed and implemented as .a single package; 
a considerable attention has been given to flexibility’ 
<aedprding:';t^ 'Specif tcities. 



Designing an Btfecttve Delivery System for Improving the 
Access to the PDS; 

•L- Each state must have "a divil Supplies Corporation 
(esc) tor organising managing/ controlling and regulating the 
PDS. Its functions should not lead to duplication of 
agencies and functions (at the state/ district --=nd Taluka 
levels; more specifically/ the work of the civil Supplies 
Directorate at all the levels should be combined with that 
of the CSC. The CSC should have adequate capital/ access to 
credit/ particularly food procurement advances/ warehousing 
capacity and should actively participate in the trade of a 
ntomber of profitable commodities not covered by the PDS. It 
must start a well located network of its own retail outlets as 
well/ which can be used, as stand-bys when the license of a 
private or co-operative ' I'PS has to be revoked in view 
of their intransigence. The CSC should handle all the tasks 

related to the pDS like . issue of ration. cards# licensing 
of the PPS/ arranging supplies to the EPS./ etc. .There should 
be an independent group of personnel for enforcement tasks. 

They should be well equipped for their work/ .and their mobility 
and motivation should be ta^^en care of/ so that are 


conmensurate with the important t- ste assl.gneci to them* 

The tasks of issuing and periodical renewal of ration 
cards should be undertaken on the basis of sending a 
team of eniomerators, (including non-off icial, local representa 
tives) . The ration cards should be issue/ free of cost/ or 
for a nominal charge^ at the doorsteps of each household* 
.Special efforts must be m.ade to cover the houseless and the 
those living in slums* The ration c'=rd ..should be ,=. well- 
designed and printed/. /durable document*. . The non-cereal 
ration cards issued to the four occupational :groups specified 
earlier/ should be dis.tinguishable from the other ration 
G'.-rds. Similarly/ tho-Se, who are to be given pulses -md 
coarse grains at relatively lovjer prices should be issued 
ration cards of a different colour. 

Ration-scales should not be used to discriminate 
against larger poor faraili'es/ as it defeats the purpose 
of protecting the consumption by the poor and leads to 
malnutrition. It is , a step inimical to human resource 
development. Given poor offtake/ supply constraints too 
cannot justify such a policy*, Similarly/ rural urban ^ ^ 

differences in ration-scales appear to be unjustified. 



In the statutory rationing areas, the ration-scales 
must be higher than in the informal rationing areas and 
must cover a minimum essential level of c onsiompt ion . 

Apart from the PDS cominodity basket, the FPS should 
also supply goods produced, procured and marketed by public 
and cooperative agencies like the NTc, Tea Trading Corpora- 
tion, Khadi and Village Industries commission. Cooperative 
Ma.rkating Federations etc. All the Fps should be encouraged 
to sell other non-PDS goods, particularly in the rural areas 
as well as to improve the niarketing facilities in the rural 
areas, improve the viability of the Fps and become a convenient 
one-stop shopping point for the consumers. Tea dust/milk , 
power, ordinary soaps and detergents, etc are good examples 
of commodities that could be sold through the PDS channels. 

Non-civll. supply uses of the ration cards should be 
stopped and/or discouraged. 'Even le'-gal step's 'in this 
connection may be examined. ^ This, along v/ith the enumeration 
method of issuing ration cards, should minimise.- the menace 
of -bogus ration cards. 

Coarse grains, pulses and tea dust must be added to 
the;;:i.-ist'' "Qf:' the; PDS :d#ntodlties4'^ ^ 



Good quility properly packed wl' eat flour should be 
supplied, particularly in .the states v/here wheat is relatively 
less popular and in areas where daily wage-workers, without 
proper housing facilities, live. Possibilities of popularising 
wheat may be explored by means of supplying good qu.=!lity bread 
loafs under the PDS, particularly in the non-whea t-eating 
states. 

Ration-scales must be rationalised on the- b- sis, of both 
the need to protect a fairly decent part say the minimum norm 
level or poverty-line level of consumption as also of as much 
as can be regularly supplied. The ration-scales should not be 
changed frequently and whenever such changes become inevitable, 
there should be widespread dissemination of the information 
through the media, prominent display at the fPS and through 
the members of the vigilance committees. 

It is critically essential to bring about a conformity 
between the available purchasing power of the PDS and the 
periodicity of ration sale. For achieving this a weekly 
system of periodicity of sale under the pns should be intro- 
duced, For giving greater flexibility of phasing or partition- 
ing purchase, the feasibility gf the system of issuing 
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one ration card per person (as is the case in West Bengal) 
may be explored whereever possible. The consumers must 
not be forced to buy all the PDS commodities simultaneously. 
If there are problems . regarding ava liability of stocks 
with the EPS, the weekly ration should not lapse. 

The PDS issue prices for cereals / edible oils sugar 
etc. must remain lower than the open market prices. These 
prices must be prominently displayed in each --the Pps and 
should be announced/ periodically/ on the media, cross- 
subsidisation of sugar and edible oils may be useful in. 
providing better access to the poor and needy. For Sugar 
and edible oils prices/ it may be possible to charge a 
somewhat higher price fron the well-to-do who may be given 
a larger ration scale, so* that the virtual income transfer 
experienced by means of the PDS would still remain meaningful 

In fixing retail issue price for the consumers, many 
avoidable c ha rges on acc ount -of unsc ient if ic mov^ents , 
prolonged storage, imposition of taxes, duplication of inter- 
mediaries/ high interest charges and transit losses, etc. 



must be avoided aJ^id ot minimised. For an appropriate 
difference beti-jeen the FDS issue price and the open., 
uncontrolled market price- it must be ensured that the 
procurement support price becomes tlie effective minimum 
market, price for the cereals of fair and a'TS rag® quality. 

' It' is absolutely clear that the ..quality of supplies 
have to be improved and so it is necessary to initiate 
measures far proper grading cleaning and standardisation. 

Moreover adequate facilities are required both at tte 
wholesale and retail level for the scientific storage .and 
stocking of supplies in order to maintain quality and also 
enhance shelf life, 

■ 'k ' 

Correctly weighed and pre packed supplies of aerials. 
Atts/ sugar and edible oils would, go a long way in improving 
tumour/ assured quality .and effLcieiit and prompt retailing. 
These measures are urgently needed for proper stock keeping 
accounting and.monitoring of retail activities as -well, 
itopropri ate packing may also have the added . advantage of 
at least substantially curbing diversion as this mal practice 

Cerials may be packed in reusable bags, ii/hile for sugar, and 
edible oil poly packs may he used. In the case of edible oil 
small sized packaging i .e, loO gns 200 gns and 500 gns may 
al% be introduced in order to ensure at least a partied 
uutilisat^ ^ 
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is often considered \^orth while only i f undertaken in large 
consignments and it may not be alto<^'tner inappropriate to 
suggest that signifLc^aht economies of scale are required for 
profitable diversion considering that there are a fair 
number of risks involved, Zcs for introducing the concept 
of packaged supplies ej<perts and specialised institutions/ 
such as the Indian Institute of packaging, Bombay, may 
consulted, and to begin with such packaging may be even 
subcontracted to private packaging firms, till the time each 
state government is capable of setting up its own facilities 
at the di strict .level . 

Wholesale stocking for distribution to tb^s. PlS dealers 
must not be given to private parties* This imigortant function 
should be solely undertaken by the C.S.C. fioreover there is 
a pressing need to minimise multiple stocking points in 
order to reduce costs and duplication of functions v.;hich 
lead to delays. 

For regular availability of ■- .. PDS, goods -at ‘the P^^S, 
for preventing diversion to unauthorised buyers, for 
standardising and reducing the cost of transporting supplies, 
to the PPS, for aveiding the need to lift . . supplies of 



various conmodi ti es' from di f fer "nt pi aoe s, for ensurin g 
regular concurrent monitoring o f the availability of tte 
PDS commodities with the FPS# -^nd to do away with tine 
harassment experienced the F^S dealers at the wholesale 
stocking, points at. the time' of talcing deli^iTeiries, there 
is an urgent need , to introduce a system of delivering 
the stocks of various commodities every week ox' fortnigntly 
to the door- steps of each F'^S by the states' Civil Supply 
Corporations during the working hours of . the shops. This 
is a step which would also contribute to the improv^ent 
of the viability of the FPS dealer and assure regular 
availability to the consumer. ..: 

The T^torking. hours of the FPs should take into account 
the convenience of the cardholders; i.g. working hours 
coinciding with office or factory x^orking hours would be 
inconvenient to many and reduce .access to them'. 

Viability of FPS is related to the turnover cost and 
profit raarginS;. -Total turnover also depends on the number 
of commodities sold through the FPS. The steps for 
introducing tar^t.. group-orientation and expansion of 
commodity covera^ which we have suggested are litely to 


iraprov® the tuimover. impropriate location of E'PS and attach- 
ment of a sufficient number of ration cards v/ould also.'help 
increasing turnover. Shorter issue period (i,e. vdekly) 
vill also improve turnover. For the location of S?S and 
number of Cards to be attached to each shop, the Seventh 
Plan 1/forking Group on the PDS has made important and useful 
suggestions (p . 21) . It has also sug^^sted that over a . 
long-period, the proportion of PPS run by the consumer, 
cooperatives and civil Supplies Ct^r-oration should increa^ 
and^ by the end of the Seventh Plan the share of these tw 
sectors should increase to. 66 percent. There should , be 
arrangements for a C.s.C. run. FPS as a standby when the.. -.s 
authorisation of the private ■ pP 3 may have to be withdravjn- '■ 
Similarly, - the cooperative FPS should be given exdusi-vely to 
consumer cooperati ves, howe-ver a phased pro -gramme is neecSed 
as multipurpose cooperatives, often dominated by the 
larger farmers, tend to give greater importance to credit 
and input distribution at the cost of distributing consumer 
goods. Particularly cereals. In remote areas with a low 
density of -population mobile shops may prove useful,, an 
ideal place for locating the' F^^S in rural areas may be the 
periodi.c, village market or haat* 



In order to reduce malpractices-, increase effsctir^neaa 
: and in Iceeping with the general objectives, private FPS 

dealerships should not be given to those whose family 
business is trading* Instead, unemployed youth, partiG-alarly 
those trained under TRY SEM, should loe .gi-./en the pds, authorisa- 
tion, Finance on credit should be made available to them for 
running the FP3. 

The FPS -dealers should not be allowed to sell the sane 
commodities as are cover -^d by the fds on their private 
account, though they should be helped and encouraged, 
particularly in remote and rural- areas, to sell other non 
. EDS. goods from the FES fo-r improving their turnover, as veil 
to: better the. use of their time: and overheads, • 

The consumer cooperatives licenced should not be permitted 
to go in for over staffing, this can cnly be possible if 
some stcbdard norms are followed bk^eping in mind the scale 
of activity involved. 

The possibilities .of provldingpsupplies to the FES by 
the C.S.Cs. on ga. weeks . credit should be 'seribusly explored , 

This step would raduce^^ the cost o f -..operating a- PRs and wjuid 
contribute to improved viability. Under a system of door- 
step delivery of supplies to the FES by the C.S.C., payment 
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may be collected from the FPS dealers after a v^eek of 
making deliveries . ' This ste^ v^ould also reduce the need 
to' visit the C,3.C« frequently thereby avoiding the : 
disruption in no.33nal retailing. 

On the basis of the supplies made to the FPS by the 
C.S,C, there must be iregular reporting to the District Chief 
of the C.s.C. and to the state level chief of the C.s.c., 
about the actual stocks availability and offtake pattern of 
all the FPS, A systematic data base needs to be thus created 
at the District level xvhich should also be periodically 
transmitted,., to the state level. This data base has be com® 
absolutely sseentiel for the administr cation to effectively 
monitor the system. . 

Each FPS must display outside the shop, its FPS > 

number, its working days and' ItcjUts. Similarly, the FPS 
must also display the prices' of the PDS. goods, their stock 
position, samples of the goods for sale and' names and addresses 
of the members of t-he local vigilance committee. A complaint 
book should also be kept on the counter ’ for each consumer to 
be able to re gi star • complaints without having to ask for it. 
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check up 'the 

ThP enforcement staff must penodxcallv , 

, . 3«11 

records of the WS and, on . - « , ' _ . 

records of the FPS dealer agadns|,>he entrr - . ^ 

7 -- 'T‘'^''ose who violate rules a^Ci' -x-g'-- 

cards of the osnsumer^. T,.os^^ a 

^td-^arred frcrr. continuing as the 

tions must be penalised and a 

EPS d© al©rs » , 

V,ry c-ftenone comes across the suggsstion that elth-r 
3.S Should he gl-^n a subsidy or ;a.e profit margLns to thgm 
should be increased. 

AS things stand now, granting of authorisation for 
running a Is considered an assured source of income ahd 

generally a lot of political pressure com.es into play m c e 

• . • 'hciQ nsi SO heard of sora© 

award of FPS authorisation. One has 

.■ ' • ' j-i-'h -oT -T /^+-mi=^nt of authori sat-io-. 

^.ther ^ ' 

for a FPS. If . ■■ subsidy Is al.so grr-ited to the PPS aealer, 

the pressures, for allotment would intensify. Xt is unlihely 

, , , , „ T .i4.tr of ciervice to the consumer or 

to improve either tne guality ^ . 

.jonid more likely lead to , crecitior 
increcase turnover. It wouia moi...*= xx j 

t . 4. v.=.o4-o fi opting of non- genuine . cooperatives 

of n©w v^sf^d xnt:©r©sts# rloa- 9 

and increased entry of persons with political clout and 
connections. It «uia ha a ^oss ndsalloation of resources 


“ 403 

to grant any such manager! ai subsidy, 

tlie' profit margins permitted to the PPS 
dealers on the sale of the PDS goods is also unlikely to 
help improve the viability. The profit margins given to tire 
dealers are added to the ex- gDdown price in order to v/ork 
out the consumer issue price. Hence increased margins tAOUld 
mean increased 'burden on the consumers. As a result of adding 
a higher absolute or advalorem margin on to the -issue price, 
tlie difference between the PDS . .ind the open - mar l^t price 
•would be reduced, discorur aging people from buying the "PDS 
supplies. It will thus tell adversely on the level of offtaks 
•and the number of beneficiaries of the PDS. 

Since viability is a matter of total 3.3rnings rather 
than of the rate of earning, increasing the r.ate of profit 
margins v/hich, by itself# is likely to affect the turnover 
of the FPS adversely, _j.;ill be a counter-productive or self- 
defeating measure . The reason why the PPS and interests 
favourable .to them advocate the policy of increasing the profit 
margin may be based on inadequate urder standing of the issues 
and implications. However, it is also possible that since 
not many the pps work regularly ef.fLciently and according 
to prescribed rules and regulations, these are bound to 



indulge in mal-practices in order to ob.t,3in preserve 

the FPS authorisation. Thus the increased margins maY como 
as ah extra source of gain without -any extra effort or efficion 
of distribu'fcion wbile the rate of diversion may remain the 
same or even increase (in accordance with the perception 
dealers have regarding the administration) , Increase in 
margins also harbours the inherent danger of being interpreted 
as a sigi of ' giving in* to demands xvithout appropriately 
justifiable reasons. The, higher profit margins would also 

efihance the premium attached to PPS authorisation and hence 
many in the acininistration too may like to fcencfit- from, it. 

' In we tend to think that increased profit mai'gLns would 

not help the achievement of the objectives of the. PDS. The 
steps w© ii'ave sug'^sted for more th.an doubling the quantities 
distributed through the PDS, inclusion of more commodities under 
the PDS, permission to sell noia- PDS aommoditie s, target- group 
orientation, more regular working of the fps, regular 
availability of stocks "with the FPS, dual pricing for sugar 
and edible oils, cross- subsidisation for the specially 
identified groups fob pulses and coarse grains, enhanced 
ration- scales for the better-off for sugar and edibl® oils. 



introduction of polypacks a nd smallsizod poIy"Packs for 
•i^dibls oils# shortening ths issue period# improved d';.li\’’5ry system 
for tha PDs# maintenance of reasonable pric.;: dif fer noe b-atw-'-® 
the PDS issue prices and the open market pricas etc* would 
contribute significantly to the improvement of the offtake ■„ 

(i.a. # turnover for the FPs) from the PDS. Thus the process of 
improving the viability of the would go hand in hand with the 
process of s arving more consumers and s :=>rving them bsttsr.- 

We have suggested a numb^sr of measures for prev nting 
tho diversion of the PDS supplies to unauthorised channels. 

We have also suggested methods of reducing the transport 
cost and inter -st charges. Those cost reductions too '^'‘buld 
contribute to improved financial gains for the FPs dealers. 

Hb waver# ws found that as betwe-^n different states # 
there are a gr-^at deal of differ-ncas in the profit marQins 
permitted, such differ ncs for essentially similar services 
aro difficult to justify. Hsnee suggest that through a 
process of consultations among the states# efforts maybe 
made to standardisa and rationalise the profit margins 
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APPENDIX - I 

(a) note, on method adopted for the choice of Sai-CPLE 

DISTRICTS FOR SURVEY 

In order to be able to choose the appropriate 
districts based on certain characterstics which wuld 
be ideal for our sample survey, we adopted the following 
me-thodology. 

A. Our basic variable was occupation of the working 
population. According to the census 1971 there are 
occupational groups, specified at tlite two-digit and three- 
di git levels. 

Among these were the follov/ing: 

1. Rural and Urban cultivators. 

2. Rurrd. and Urboh agricultural la3x»urers. 

3. RuraJL cjid Urban eirproyed in live stock, forestry 

and fishing. 

4. Rur.’il and Urban mining workers , 

5. Rural .and Urban manufacturing households industries. 

6. Rural and Urban other households industry. 



7. Rural and Urban construction. 

8 . . ..Rural and Urb;3n trade and eommarce . 

9. Rural and Urban, transport/ storage and communication, 

10. Rural and Ur b.3n otfer services. 

^ number of males 

and females emploYed in eadh of these occupational groups, 
the percents'^ distribution for each district in a stats 
was worked out for each occupational group separately in the 
case of rural and urban areas. These "were then ranked, 
accordingly/ thereby obt^ning for the 18 states in:. our 
exercise, ■ arrays of ranks for each of these o-ccupational 
groups in each district Cwe obtained a matrix of ranks of 
the order 20 x number of districts in each state) , 

B. The next step of our methodology involved the 
choosing of . 2 Districts form each state. Furthermore, 
each of these two districts had to be representative of a 
food surplus or food deficit area- These involved the 
ran3<ing of districts in a state according to the surplus 
or deficit computed on the basis of production and food 
requirements data* Having obtained in t-^vo groups of 

Based on consumption norm of 403 gn. for adults (for ce3S3 al-s 
only) . . 
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district within each stat^ according,, to. the surplus and 
deficit Category we were required to choose one district 
from each of these groups which not only had a substantially 
higher ranking for all the occupational groups/ but also 
had the least amount of dispersion within these ranks. 
Therefore/ two steps were involved. First to estimate the 
staple means X for the ranks of each district for all the 
20 occupational groups and secondly/ to estimate the standard 
de vi ati on s # S each- di.str^c among ■ the i ranks . fo jt- each 

occupational group. fee choice of our district was based 
on the minimum value obtained for index If 

where Y c. J ^ ^ -f- 

Apart from the districts chosen by this method 
(list of districts chosen appended) cover three special 
sampling areas which are as follows;-. 

a) Metropolitan cities (Delhi and Bombay) 

b) Twin cities and Statutory Rationing areas 
(Hyderabad and Asansol respectively) . 

c) Inaccessible areas (In accessibility due to specific 
geographical conditions such as hill areas/ dese.j^ 
areaS/ chronically inundated axeaas) . Keeping in mind 
the factors causing inacessibility/ vss have chosen 
Uttarkashl and Agartala* 
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( bV note, on M£TH:0D :AD0PTSD for the CHQICS of Sitf^PLE 
C ITI5S. TQ Wt^S* ygNfP VXLLAGB S. FOR , SU RVEY > 

WirniMiiimiKriiiiw -nr'T-nrmr ~v\r 'trt-rr i iiii • - ' - ^ 

Having selected.. the districts in the various states, 

\yie proceed to the next stage of our sarnpl’ing. First of all 

’we clearly dewaTOated the .-xtii&l and- urban, jCoEnpoueat of. , our 
sa.'npie . This was done by choosing tvx> towns and four 
villages in each Sample district. 

In order to obtain ’ the widest possible geo-^aphical 
covera<^/ four tehsi Is were- oho sen which wera‘aclegu%'teiy 
dispersed/ to provide the most representative picture of th- 
,di, strict. Three tovjns/ ^including the district headquarter 
town/ situated in these tehsils were mar Iced out for the 
urban household sample. Similarly four villages v,ere chosen 
from each of these tehsils for the rural household sample . 

As our total national sample of households is estimated to be 
c^jproximately 2100 and the number of fair price shops to be 
covered approximately 210/ we can vVassed infestation , 

from 60 households in each district. Half of these would 
be from the towns selected/ and the other half being frcm 
the villages. Ifereover/ .ten fair price shops in each distrlc 
two each from the towns ^d four from the villages were cov' . 
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paroviding' us the necessary information regarding the 
retail outlets and their viability. Care has been taken to 
give adequate coverage in this matter to those shops which 
are run on a cooperative basis and those which may be run 
dep artmen tall Y • 

It should be emphaisi zed" that the finral selection of 
the households te. based on a purely random sampling 

method. 



LIS T 0£ ST ATSa.. 

Si states 

Mq •' 

1. ' Assam 

2. Andhra Pradesh 

3» Bihar . 

4, Delhi 

5, Gujrat 

6, Haryana 

7» Himachal Pradesh 

8*' Janmu & Kashmir 

9 m Kama taka 

10»' Kerala 

11* Madhya Pradesh 

l2« Mharashtra 

13 » Orissa 

14. Punjab 

15. Rajasthan 

16. Tamil Nadu 

17. Tripura: 

18. Uttar Pradesh 
19 West Bengal 


AND DISTRICTS SURyai«..lj 

DiSTRICTS 

Sibsagar/ Kamrup 

East Godawari^ Hyderabad^ V:', 

Singhbhura, Shahabad.^ 

Delhi 

Kheda# Surat 
Arriba la/ Karnal 
Kangra 
Srinagar 

Dha rwa r / Sou th Ka na ra 
Cannanore/ Palghat 
Du rg / J aba Ip u r 
Akola/ Nasik/ Poona 
Cuttack/ Gan jam 
Amritsar 
Jaipur/ J-aunjejs® 

Coimbatore/ Tirunelveli 
West Trip'Ura 

Meerut/ Uttar KashJ , Varanas 
24 Parganas/ Burdwan 
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APPENDIX II 

PROJECT PICiPOSAL^ TERMS OF REFERENCE 

Target Grour) Orien-ted Public Distribution Svst«emi 
Policy and Problems in its ItriDlgTientation. 

INTRODUCTION PPC'BLSMS 

The planning period has been marked by price 
increases of ^ari^ing^ magnitudes# not only with respect 
to the general price level but also in the case of goods 
of mass consumption or wage goods. Among ^lifferent 
policy responses arising 'with reference to various 
plan obj©::tiveS/ the Public Distribution System (p.D.S.) 

Was visualised as an important anti-inflationary measure in 
as much as it provided rv^guired giantities of essential 
'commodities at fixed prices to the pubiic. 

The P.D.S, at present has grown into a gigantic . 
affair and covers the entire Country# spanning many 
Commodities and involves the use of substantial administrative 
and financial resources. The functioning of the P.D.S. 
along with the Food Corporation of India# many civil supply 
corporations# and a large number of consumer cooperative 
societies# have gone a long w'ay in redefining the nature 
and iple of the market for wage goods particularly in 


regard -to the regulation and control of private trade. 

The increasing efforts made under the P.D.S, are 
generally described in tsnris of the numb . r of fair price 
shops opened^ the. magnitude of essential goods supplied 
under the system, and the number of persons of families 
seirved by them, At times the amount of food subsidy 
provided is also cited -.as an indicator of such efforts. 

On the contrary critics are (giilcck to point out some 
serious limitations of the present operations '^f the 
P.D.S. such as, the extent ^f price rise in essential , 
Commodities, inspite of the operations of the P.D.S,, 
its predominantly urban coverage leading to an uneven 
spread of benefitsr, and the continuing and sometimes 
increasing role of private traders in the distribution 
and pricing of essential goods, Otioers raise eybrows 
at the growing magnitude of ’unproduc aive‘ subsidies, 

A number of ’operational deficiencies, and malpractices 
at the cutting edge of the P.D.S, (i.e. at the retail 
outlet level.) are also problarns that are often highlighted 

But despite these criticisms, not only is there 
a general appreciation of the need to' continu-.e the P.D.S., 
but also various suggestions are made to str-sngthen and-; ' 
make it more effective, ■ 
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^^n'-^ng these suggestion, one which is often made 
and favourably received, concerns the need to restrict 
the scope of the P.D.S, to some specified target giriups. 
The argument in support of' this plan, at an a priori 
level, runs as follows: 

Ours being a high heterogenous and dif frentiated 
society, the limited size of the P^D.S., various 
cost cbristraints including the size of the supplies 
'available for distribution through the syst^ 

(among other factors) inhibits its universalisatlbn* 

It is then concluded that the benefits available under the 
scheme may as well be restricted to the really 'indigent*,, 
and ’needy' lower rungs of society* 

It Gould.be further argued that the P.D.S. is an 
attempt to protect the vulnerable sections of society 
against the enervatins effects of inflation. Since every 
st^ction of- society does not become worse off to the ■ same ; 
or equivalent extent in such a situation, their need for 
obtaining, protected supplies under the P.D.S.- also differs 


4t present the-^P^D.S, operates al.hng with a "free" market 
in the various commodities covered by it. This gives rise 
to dual markets in .-these ' goods, which, ' inso facto*., implies 
the absence of a universal P,D.S,., in ..essential commodities* 



substantially. Further mnre it may be suggested that those 
who gain as a result <^f infl-dd -Tiary processes need not 
be further benefitted by the P.D. S.# and carx be cujcluded 
frc'in this system, such an approach/ it is argued/ is in 
keeping with the general objectives me^ant tc: guide public 
policy and planning in India. - 

This plea -being at an a priori level and in broad 
aggregative terms needs to be concretised in ^npirical and 
operational terms. 

Since such a poliqy perspective redefines the 
nature v.and character of the dual market in essential 
wage-goodS/ ‘ it is likely to produce' some objective hurdles 
in the way of realising the policy intent of restricting 
the. access to the P.D.S. Afterall/ the P.D.S, is just one 
intervention in tl"a system in which numbt-r of other,,, 
factors causing various distortions continue to operate/ 
and the market for wage-goods is likely to generate many 
counter pressures to the ^nes pir duced by providing 
preferentially discriminating access to- protected supplies 
for the economically weaker sections., j,_Dis access 

may also have implication such as rede finings the boundary of 
the dual markets in favour of private trade#, which: may 
in turn imply a restriction of the P.D.S. in absolute terms 
.0#’'vcbyerage»::;,dj;: y;::!::; 
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Moreover/ a number of other difficulties and 
problems may arise in the course of implementing such a 
©chOTe of differential access to the P.D, S, , depending on 
the nature, scope and administrative arrangements made for 
the measure. One has also to assess vari^-'us kinds of 
Costs involved in implementing the scheme. 

^ong the major short-comings noticed in the 
functioning of the PDS, some are found to be related to tiie 
manner of fuactir^ning of the retail outlets under PDS, 
of these shortcomings may well be related to the cjo-estion 
of investment, costs, returns, commodity and geographical 
coverage of retail cutlets, the rates of commission or 
* profit margins allowed, the level of offtake and turnover 

etc. Since these facto- rs have a bearing on, the effectiveness 
of retail '^utlets as distribution; channels, it becomes 
essential that - the administrative , arrangements for - the PDS 
should give : spec if iCf attention to. the adequacy of returns and 
remuneration to various types of retail outlets in both 
rural and urban areas, and those working under different 
types of conditions and administrative arrangements. In 
is not unlikely that the access whidi varioush 
groups, in society are able to ’obtain to the PDS' supplies is 
effected, to a certain degree, by’ the viability of each 


vidual retail outlet. Given the diversity c--- nditii^ns 
. in a Country nice oursj any uniform scheme of remunerating tli 
il sales points may have a built in bias for or against cer- 
i types of retail outlets. Therefore# it becomes essential 
we undertake an examination of the investments and returns 
if ferent kinds of retail distribution outlets, both 
ting an d^; proposed. The kind of issues which , are tC' be 
ined under this head are to a certain extent connected with 
issues .which we propose -to examine concerning preferential 
iBs for economically weaker, sections of the society# 

However# the issue of returns to PDS retail outlets 
nalyticaily' a separate one. Given the operational 
s between the two sets of issues we propose, to examine 
e in a' manner which is consistent vj-ith their, individual 
ytical framewoxk and basis, without ignoring their 
ational interoonnections. 

s. of Reference; 

I'ri view of the above, a research study needs to be 
which will address itself to the examination 
feW' ';j&yilowing c^estions;- 
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1* An examination the question v/hether the objectives 

of P*D,S. will be bettr=r served by giving sp^ial treatment 

or preferential access to the poorer and weaker secti-'^ns 

of society under the P.D.S.# so that the resources utilised 

for sustaining a programme of P.D.S, gets a sharper thrust 

in favour of the target groups consisting of the poorer 

secti'-'ns of society; what could be tane various methods and 

arrangements for giving such a specific thrust to the exist- 

( 

ing P.D.S., and administrative and other methods for impl^en- 
ting a schOTe of preferential access to the ©ii'^nomically 
weaker secti-^ns. 

2*. An examination of the existing retail distribution 
outlets under P.D.S. from the point ^f viow of adequacy 
of returns on their resources used for the purpose* 



